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How to Get Technical Updates?

Updates to the volunteer training materials will be contained in Publication 4491X, VITA/
TCE Training Supplement mid-December. To access this publication, in the upper right
hand corner of www.irs.gov, type in “Pub 4491X” in the search field.

During the tax season Volunteer Tax Alerts will be issued periodically. Type “volunteer
alerts”, in the search field to access all tax alerts.

0 IRS

Volunteer Standards of Conduct
VITA/TCE Programs

The mission of the VITA/TCE return preparation programs is to assist eligible taxpayers in
satisfying their tax responsibilities by providing free tax return preparation. To establish the
greatest degree of public trust, volunteers are required to maintain the highest standards of ethical
conduct and provide quality service.

All VITA/TCE volunteers must complete the Volunteer Standards of Conduct Training and sign
Form 13615, Volunteer Standards of Conduct Agreement prior to working at a VITA/TCE site. In
addition, return preparers, quality reviewers, and VITA/TCE tax law instructors must certify in tax
law prior to signing this form. This form is not valid until the site coordinator, sponsoring partner,
instructor, or IRS contact confirms the volunteer’s identity and signs the form.

As a volunteer participant in the VITA/TCE Programs, | will:

1) Follow the Quality Site Requirements 4) Not knowingly prepare false returns.
(QSR).
5) Not engage in criminal, infamous,
2) Not accept payment or solicit donations for dishonest, notoriously disgraceful
federal or state tax return preparation. conduct, or any other conduct deemed to
have a negative effect on the VITA/TCE
3) Not solicit business from taxpayers | Programs.
assist or use the knowledge | gained (their
information) about them for any direct or 6) Treat all taxpayers in a professional,
indirect personal benefit for me or any courteous, and respectful manner.

other specific individual.

Failure to comply with these standards could result in, but is not limited to, the following:
» Removal from the VITA/TCE Programs and inclusion on volunteer registry;
» Deactivation of your Partner’s VITA/TCE EFIN (electronic ID number);
» Removal of all IRS products, supplies, loaned equipment, and taxpayer information;
» Termination of the sponsoring organizations partnership with IRS;
» Termination of sponsoring organization grant funds; and

» Subjection to criminal investigations.

Tax Wise® is a copyrighted software program owned by CCH Small Firm Services (CCH).
All screen shots that appear throughout the official Volunteer Income Tax Assistance (VITA)
and Tax Counseling for the Elderly (TCE) training materials are used with the permission of
CCH. The screen shots used in this publication—or any other screen shots from Tax Wise or
its affiliated programs—may not be extracted, copied, or distributed without written approval
from the IRS SPEC Office of Education and Product Development.

Confidentiality Statement:

Alltax information you receive from taxpayers in your VOLUNTEER capacity is strictly
confidential and should not, under any circumstances, be disclosed to unauthorized
individuals.
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How to Use This Guide

This publication is designed to assist you in
preparing an accurate paper or software-
prepared return using TaxWise®.* It is divided
into three major sections—Tax Law, TaxWise®,
and TaxWise® Online. The white tabs contain
tax law in the form of decision trees, charts, and
interview tips. The yellow tabs contain step-by-
step procedures for electronic return preparation
using TaxWise® software. The blue tabs contain
information specific to users of the web-based
option for TaxWise®.

The decision trees and interview tips in the Tax
Law section are from your training materials
and Publication 17, Your Federal Income Tax
Guide (For Individuals). Use these tools during
the dialogue with the taxpayer—“ask the right
questions; get the right answers.” NOTE:
Publication 17 can be linked and
researched electronically via
WWW.IRS.gov.

Also available via WWW.IRS.gov is the
Interactive Tax Assistant (ITA), which is an
excellent tool to guide you through answers to tax
law questions.

TaxWise® Online users should take advantage
of both the yellow and blue tabs since material
that is universal for both forms of TaxWise® is
presented in the yellow tab section.

Are You Ready to Get Started?

Complete this assessment by entering a check
mark in the box for “Yes.” Resolve all “No”
(unchecked boxes) responses with your site
coordinator before assisting taxpayers.

1. Have you signed:

[ ] a. The Volunteer Agreement/
Standards of Conduct (Form 13615)7?

[ 1 b. The Property Loan Agreement (if
applicable) (Form 13632)?

2. Do you know the following:
[ 1 a. Yourduties at the site?

[ ] b. Site contacts (emergency, reporting
delays, technical issues, etc.)?

[ ] c. When you are expected at the site?
[ ] d. Yoursite identification number (SIDN)?

3. Do you have your:
[ 1 a. Volunteer Resource Guide
(Publication 4012)?
[ ] b. Guide to Federal Income Tax
(Publication 17)?
[ ] c. Wallet Card (Form 13645) depicting
your certification level (if applicable)?

4. Are the following items at the site:
[ 1 a. Intake and Interview Sheets (Form
13614-C)?
[ ] b. Returnsforms, schedules,
worksheets, etc. with the site SIDN
preprinted on them?

Volunteer Tax Alerts (VTA) and Quality Site
Requirement Alerts (QSRA)

VTA and/or QSRA will address any trends found
by Quality Statistical Sample (QSS) Reviewer,
Treasury Inspector General Tax administration
(TIGTA), or SPEC Shopping reviews. You can go
to www.irs.gov—keyword: Volunteer Tax Alerts.
Your site coordinator is required to share these
messages with you.

*TaxWise® is a copyrighted software program owned by CCH Small Firm Services (CCH). The screen shots in this publication
should not be extracted, copied, or distributed without written approval of the IRS.

Note:

1. Some of the TaxWise® screen shots in this guide may not be updated for current tax law. Generally, the screens
depicted mirror the current year’s version. However, there are some instances where there are embedded references to

earlier tax years.

2. Not all forms are authorized for all volunteer programs. Forms intended specifically for the Military VITA Program
will be annotated as such. Volunteers should only provide tax assistance based on their level of certification—basic,

intermediate, advanced, military, or international.
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The Five-Step Interview Process

comfortable
environment and
put the taxpayer
at ease.

interview  Goga| Suggested Actions
steps
step Cultivate a - Introduce yourself; engage in small talk (discuss the weather, difficulty in locating

the site, apologize if long wait, etc.).

- Explain the tax return preparation process—the interview, how the information

they provide will assist you in determining whether they must file a return, their
eligibility for tax credits, etc.

- Allow the taxpayers to share any expectations, needs, and/or concerns by asking

whether they have questions before beginning and encouraging them to ask
questions throughout the process.

- Be friendly and respectful and speak clearly and simply.

Use active
listening skills.

- Use nonverbal cues such as nodding, smiling appropriately, and making eye

contact.

- Listen, then respond by restating, paraphrasing, and/or encouraging further

dialogue.

Review the
taxpayer’s
responses to the
intake questions

on Form 13614-C.

- Verify that all questions on (Form 13614-C) have been addressed and answered

correctly. If the taxpayer checked the “Unsure” box, provide clarification and
update response to “Yes” or “No”.

- All corrections to taxpayer’s information should be annotated on the approved

intake and interview sheet prior to completing the return.

- Ask probing questions to clarify issues.
- Review all the information documents presented by the taxpayer including W-2s,

1099s, 1098s, etc.

- When you start the interview, use one or two open-ended questions, for example,

‘Was there anyone else who lived in your home besides the people listed on this
form’; this is essential information for determining Head of Household filing status.

- If the taxpayer’s return does not fall within the scope of the program, (1)

courteously explain that volunteer services are limited to those who fall within
the scope of the program, (2) encourage the taxpayer to use the intake sheet
in working with another tax service, and (3) thank the taxpayer for coming and
express regret you cannot assist them.

step

Working with
the taxpayer,
complete the
critical intake
questions on
(page 4 of Form
13614-C).

- Don’t assume—use the interview tips and decision trees in Publication 4012 to

confirm:

- Marital status (filing status)

- Number of qualifying exemptions

- Eligibility for child tax credit

- Eligibility for the earned income credit

Advise taxpayer

of the next steps.

- Restate the return preparation process, quality review procedures, signature and

recordkeeping requirements, etc. Make sure you have good contact information in
case there are electronic filing issues. /




/
You — The Taxpayer & The IRS

You can prevent or minimize taxpayer interactions with the IRS by:

1. Understanding the taxpayer’s tax situation before preparing their return

2. Allowing the taxpayer adequate time and provide directions (if requested) for completing pages 1, 2,
and 3 of the Form 13614-C

3. Conducting a probing interview with the taxpayer to confirm the accuracy and completeness of their
entries on Form 13614-C before making any entries on their return

4. Annotating your findings and determinations from the interview on the Form 13614-C

5. Reviewing your work before submitting it to the quality reviewer (check the return for the
common errors)

What happens to taxpayers when incorrect
returns are filed with the IRS?

The IRS will contact taxpayers by mail or telephonically to correct or notify them of errors or omissions on
their return.

Potential impact of an inaccurate return on taxpayers:

. Reduced refund

. Delayed refund

. Additional tax liabilities

. Interest and other penalties

. Notices from IRS for documentation to verify certain entries on their return

. Time-off from work to gather the required documentation, residency documentation, birth certificates,
social security records, etc. and meeting with the IRS

7. Months of dialogues and interactions with the IRS

8. Loss of wages (due to unplanned leave or loss of employment)

O wWN =

Some common errors:

1. Incorrect or missing social security numbers/ITIN

2. Incorrect tax entered based on taxable income and filing status

3. Computation errors in figuring the taxable income, withholding and estimated tax payments, Earned
Income Credit, Standard Deduction for age 65 or over or blind, the taxable amount of social security
benefits, and Child and Dependent Care Credit. Also, missing or incorrect identification numbers for
employers and child care providers

. Withholding and estimated tax payments entered on the wrong line, and

5. Math errors - both addition and subtraction

N

For additional guidance

IRS.gov (Keyword: common errors)

IRS.gov (Keyword: Partner and Volunteer Resource Center)




Name as shown

Form 13614-C Job Aid for Volunteers

If no, use

Pub 4012,
Determining
Residency Status

on Social Security
records; see Pub
4012, TAB 1 for
information about
hyphenated or
double names

Current address
where taxpayer

will receive refund
andyor other
correspondence
about the return <

Job or Situation
(e.g. retired,
student)

Taxpayer must
include everyone
(except taxpayer
and spouse)

who lived in the
taxpayer’s home
and everyone
the taxpayer
supported who

Form 13614-C
(6-30-2011)

Department of the Treasury — Internal Revenue Service

Intake/Interview & Quality Review Sheet

OMB #

ask your preparer.

Yo Il need your:

Section A. You should complete Pages 1-3
Thank you for allowing us to prepare your tax return. You are responsible for the information on your return so
please provide complete and accurate information to the certified tax preparer. If you have any questions plea

Part I. Your Personal Information

¥

Is Spouse: 11. Legally Bli
12. Totally and Per

1. Your First Name M. T M.ast Name Are you a U.S. Citizen?
[lYes [ INo
2. Spouse’s First Name M. I. |Last Name Is spouse a U.S. Citizen?
[ IYes [ INo
\:1. Mailing Address Apt# City State | Zip Code /
4. Contact Information /
Phone: Cell Phone: E-mail:
5. Your Date of Birth 6. Your Job Title Are you: 7. Legally Blind [IYes
—> 8. Totally and Permanently Disabled S No
9. Spouse’s Date of Birth 10. Spouse’s Job Title [lYes [ INo

ftly Disabled [ ]Yes [ ]No

13. Can anyone claim you or your spouse on their tax return? [ _]Yes [] l\ﬁ/D Unsure

Part Il. Marital Status and Household Information

1. As of December 31, 2011, were you?
[] single

] Married: Did you live with your spouse during any part of the last six months of 2011? [ _]Yes [_]No
] Divorced or Legally Separated: Date of final decree or separate maintenance agreement:
[] Widowed: Year of spouse’s death:

lived elsewhere. —4—>

2. List names below of everyone who lived in your home in 2011 (other than you or spouse). Also list anyone who lived
outside of your home that you supported during 2011. If additional space is needed please check here[ ] and list on page 3.

/ Name (first, last) Date of Birth | Relationship to you Number US_ Citizen or Marital Eull- Received

Listnames g Pyelaeo | oo |_eq seur, | oo | regdenorts | st | e | et
as shown on (@ none) your home | Mexicoin2011 | 12/31/11 | in2011 | income

. . (c) in 2011 (yes/no) (S/M) (yes/no) in 2011
Social Security @ © ® © (yes/no)
records; see Pub ~ ®)
4012, TAB 1 for id
information about N —
hyphenated or
double surnames.

Verify date each d
person was born.
Note: Incorrect
birth dates may
result in rejection

uphold the highest ethical standards.

To report unethica) behavior to IRS, email us at wi.voltax@irs.gov or cal

:\oll free 1-877-330-1

unteers assistifng with preparing your return are trained to provide high qualityservice and

To ch7§k the status of your REFUND visit “Where’s My Refun

or call 1-800-829-1954 for assistance.

ck(’ on www.irs.gov

Catalog Number 52121E

of e-file.

Farm 13614-C

Decision Tree

to verify that
taxpayer and/

or spouse meet
requirements to
be U.S. residents
for tax purposes.

Refer to Pub

17, Chapter 20,
for definition of
“Legally Blind”.

Use Pub 4012,
TAB C, Interview
Tips to verify
dependency
status of taxpayer
|_and spouse.

See Pub 4012,
TAB B, Interview
Tips for definition
| _of marriage
recognized

by the federal
government for
tax purposes.

Review page 3
to see if taxpayer
has provided
N\.additional
information. Use
page 4 to record
interview notes.

If nota US
citizen, determine
[—~residency for

tax purposes.
See Pub 4012,
Determining
Residency
Status-Decision
Tree.

Verbally confirm
the number of
months each

person listed lived
in the taxpayer’s
home.

Important Reminder: Review all information

in Section A, Part Il and Section B, Questions
1-5 before determining Filing Status and
Dependency Exemptions. Use Pub 4012 TABs
B and C to make your determinations.

Important Reminder: Do not refer taxpayers to

numbers.

the voltax email address or phone number for
IRS help or refund information. Refer to the back
cover of Pub 4012 for appropriate IRS phone




Enter all W-2
information;

Important Reminder: During the interview explain and assist taxpayers with any items
marked “Unsure” and mark them “Yes” or “No”. Correct any taxpayer answers that do
not correctly reflect all information established during interview of the taxpayer.

see Pub 4012,
TAB 4 for entry
instructions

If yes, verify tips
were reported to
employer; if not,
complete

Form 4137

Include only
qualified
unreimbursed <
expenses (Sch
A); see Pub 17,
Chapter 21

Check for tax
benefits for
declared disaster
areas

Taxpayer

may have a
requirement to
repay their credit

Student

Loan Interest
adjustment;
See Pub 4012
TABs E and 3

Sewstion A. Please complete — check Yes, No or Unsure to all questions below. Please ask if youysd’t(lp.

Parﬂik Income - In 2011, did you (or your spouse) receive:

Yes No ure
O O \"{. Wages or Salary? (W-2)
O 0O 2. Tip Income?
O 0O 3. Scholarships? (W-2, F1098T)
OJ [J 4. Interest/Dividends from: checking/savings accounts, bonds, Cl age? (F1099INT, F1099DIV)
J [] 5. Refund of state/local income taxes? (F1099G)
[(J [J 6. Alimony Income?
[J [ [ 7. Self-Employment payments (such as cash received for 58 - i 2 _(F1099MISC)
[(J [ [ 8. Income (or loss) from the sale of Stocks, Bonds or Real Estate (including your home)? (F1099S, F1099B)
0 O [ o. Disability Income (such as payments from insurance or workers compensation)? (F1099 R, W-2)
0 [0 [ 10. Distributions from Pensions, Annuities, and/or IRA? (F1099R)
[0 O [ 11. Unemployment Compensation? (F1099G)
[0 [ [J 12. Social Security or Railroad Retirement Benefits? (FSSA1099)
0 [ [J 13. Income (or loss) from Rental Property?
[0 [ [ 14. Other Income: (gambling, lottery, prizes, awards, jury duty, etc.)? (W-2G, F10

Part IV. Expenses — In 2011, Did you (or your spouse) pay:

o

J O [ 1. Alimony: If yes, do you have the recipient's SSN? [ ]Yes [_]No

[ [ 2. Contributions to a retirement account? [ IRA [] Roth IRA [] 401K [] Other yd
] 3. Educational expenses for yourself, spouse or dependents? (such as tuition, books, fees, etc.) (F1098T)
0O 0O 4. Unreimbursed employee business expenses (such as teacher supplies, uniforms or mileage)?
[J [0 [J 5. Medical expenses (including health insurance premiums)? \
[J [0 [ 6. Home mortgage interest? (F1098) < 
[0 [0 O 7. Real estate taxes for your home or personal property taxes for your vehicle? (F1098)
[0 O [ 8. Charitable contributions?
[0 O O 9. child or dependent care expenses (such as daycare)?\
Part V. Life Events — In 2011 Did you (or your spouse):

[0 [ 1. Have a Health Savings Account? (F5498SA, F1099SA)
] [] 2. Have debt from a mortgage or credit card canceled/forgiven by a commercial lender?
] [] 3. Buy, sell or have a foreclosure of your home?

OJ 4. Have Earned Income Credit (EIC) disallowed in a prior year? If yes, for which tax year?
OJ 5. Purchase and install energy efficient home items? (such as windows, furnace, insulation, etc.)
O 0O 6. Live in an area that was affected by a natural disaster? If yes, where?
0O 0O 7. Receive the First Time Homebuyers Credit in 2008?
O Od 8. Pay any student loan interest? (F1098E)
O Od 9. Make estimated tax payments or apply last year’s refund to your 2011 tax? If so how much?
] ] 10. Attend school as a full time student? (Form 1098T)
] (] 11. Adopt a child?

[0 [ 12. File a 2010 federal tax return containing a “capital loss carryover’ on Form 1040 Schedule D?\
Presidential Election Campaign Fund: (If you check a box, your tax or refund will not change.)
Check here if you, or your spouse if filing jointly, want $3 to go to this fund (] you [ Spouse

2

See Pub 4012,
— TAB D for

information about

(F1098-T)

If yes, determine
— if taxable

7See Pub 4012,
TAB E for
alimony definition

See Pub 4012,
TABs G and 6;

L—compare credits
and adjustment

Advise taxpayer
[~ of records
requirements
(Sch A); see
Pub 17, Chapter
24

[~ If yes, ask
taxpayer for
provider’s TIN,
check “DC” box
on TaxWise Main
Info Sheet, and
complete F2441

Ask taxpayer for
a copy of last
year’s return

for necessary

information

Important Reminder: On page 4, list the type
and amount of any deductible and/or qualified
expenses not shown on a source document

source document

Important Reminder: On page 4, list the type
and amount of any income not shown on a




Answer should
be input into
Taxwise “preparer__|
use fields” or as
directed for other
software.

Additional Information and Questions related to the preparation of your return

L —>

Many free tax preparation sites operate by receiving grant money. The data from the following questions may
be used by this site to apply for these grants. Your answers will be used only for statistical purposes.

Other than English what language is spoken in the home?

Are you or a member of your household considered disabled? [J Yes [] No

If you are due a refund or have a balance due:

e Ask your preparer about Direct Deposit. It is the fastest, easiest way to receive your tax refund. An e-filed return
means a fast refund. Taxpayers who combine e-file and Direct Deposit can get their refunds in as few as 10 days.

e Ask your preparer about purchasing Series | U.S. Savings Bonds with part or all of your tax refund. Savings bonds
are a safe and secure way to invest in the future. Purchase | Bonds for yourself or others in multiples of $50 and
earn interest for up to 30 years.

If you are due a refund, would you like a direct deposit? [J Yes [] No
If you are due a refund, would you like information on how to purchase U.S. Savings Bonds? [J Yes [] No
If you are due a refund, would you like information on how to split your refund between accounts? [] Yes [] No

If you have a balance due, would you like to make a payment directly from your bank account? [J Yes [] No

Additional comments:

STOP HERE!
Thank you for completing this form.
Please give this form to the certified volunteer preparer for use in preparing your return.

Your Civil Rights are Protected: It is the Internal Revenue Service’s mission to provide America’s taxpayers top quality service
by helping them understand and meet their tax responsibilities and by applying the tax law with integrity and fairness to all.
Under no circumstances will the Internal Revenue Service tolerate discrimination by its employees, grantees, contractors, and/or
subcontractors. NO ONE shall be excluded from participating in, be denied the benefits of, or be subject to discrimination
because of race, color, sex, national origin, disability, reprisal, or age in programs or activities funded by the Department of
Treasury — Internal Revenue Service. Any person who believes that he/she has been discriminated against on the basis of race,
color, sex, national origin, disability, reprisal or age in programs or activities receiving financial assistance (e.g. Low-Income Tax
Clinics, Tax Counseling for the Elderly) from the Department of Treasury IRS, may submit a written complaint to: National
Headquarters;Office of Equity, Diversity & Inclusion; Internal Revenue Service; Attn: Director, Civil Rights Division (External Civil
Rights Team); 1111 Constitution Ave., NW Room 2422; Washington, DC 20224.

Paperwork Reduction Act Notice

The Paperwork Reduction Act requires that the IRS display an OMB control number on all public information requests. The
OMB Control Number for this study is 1545-1964. Also, if you have any comments regarding the time estimates associated with
this study or suggestion on making this process simpler, please write to the Internal Revenue Service, Tax Products
Coordinating Committee, SE:W:CAR:MP:T:T:SP, 1111 Constitution Ave. NW, Washington, DC 20224.

Review taxpayer
responses and
provide additional
information as
needed.

All taxpayer
comments and
information

| ___should be
reviewed before
preparing tax
return.
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Important Reminder:

The Certified Volunteer completes Section B while reviewing
Section A and source documents with the taxpayer.

Section B does not have to be completed if there is no one
listed in Part Il Question 2.

Important Reminder:

Section C must be completed by a Quality Reviewer (minimum
Intermediate certification) after the return is prepared. The
taxpayer should be present. The return must be checked against
Sections A and B, source documents and other information
provided by the taxpayer.

See Qualifying
Child, Qualifying
Relative and
Tie-Breaker rules,
Pub 4012, TAB C.

See EIC
Qualifying Child,
Pub 4012, TAB
H and Child
Dependent Care
Credit Qualifying
Person Pub 4012
Tab G.

See Qualifying
Child,
requirements,
Pub 4012, TAB C.

See Qualifying
Relative,
requirements,
Pub 4012, TAB C.

See Qualifying
Person for Head
of Household
filing status, Pub
4012, TABB.

—

—_—

/

Section B. For Certified Volunteer Preparer Completion

Section C. For Certified Quality
Reviewer Completion

Remember: You are the link between the taxpayer’s information and a
correct tax return. Verify the taxpayer’s information on pages 1& 2 is
complete. All questions must be discussed with the taxpayer and all
“Unsure” responses should be changed to “Yes” or “No”.

Must be completed by Certified Volunteer only if persons are listed
in Part Il Question 2 Check if persons are listed in Part Il Question 2 []

. Can anyone else claim any of the persons listed in
Part I, question 2, as a dependent on their return?
If yes, which ones:

[JYes [INo 2.
I,

Were any of the persons listed in Part I, question 2,
totally and permanently disabled? If yes, which
ones:

Did any persons listed in Part Il, question 2
provide more than 50% of their own support? If yes,
which ones:

[JYes [INo 3.
| >

[JYes [[]No 4. Did the taxpayer(s) provide over half the support
CINA for any persons listed in Part Il, question 2? If yes,
/ which ones:

[JYes [[]No 5. Did the taxpayer(s) pay over half the cost of main-
taining a home for any of the persons in Part Il,
question 2? If yes, which ones:

Reminders

Use Publication 4012, Volunteer Resource Guide and Publication 17,
Your Federal Income Tax in making tax law determinations.

Confirm each item after reviewing

the tax return and verifying that it

reflects correct tax law application
to the information provided by the
taxpayer.

1. Sections A & B of this form are
complete.

2. Taxpayer’s identity, address
and phone numbers were verified.

3. Names, SSN or ITINs, and dates of
birth of taxpayer, spouse and
dependents match the supporting
documents.

4. Filing Status is correctly determined.

5. Personal and Dependency
Exemptions are entered correctly
on the return.

6. All information shown on source
documents and noted in Section A,
Part lll is included on the tax return.

7. Any Adjustments to Income are
correctly reported.

8. Standard, Additional or Itemized
Deductions are correct.

9. All credits are correctly reported.

. Withholding shown on Forms
W-2, 1099 and Estimated Tax
Payments are correctly reported.

All tax law issues above have
been addressed and necessary
changes havlejbeen made.

If direct deposit or debit was %
elected, checking/saving account
and routing information match
the supporting documents.

Correct SIDN and EFIN are
shown on the return. \

Additional Tax Preparer Notes:

All bank
information must
be verified to
eliminate delayed
refunds and
prevent fraud.

Incorrect EFIN will
|_~cause tax return
to be rejected.

Incorrect/missing
SIDN will cause
tax return to

not be properly
identified as

a VITA/TCE

returns.

11




1.

10.

Quality Site Requirements

(Make this a header and insert before page 4)

The 10 requirements listed below have been identified as necessary to ensure taxpayers visiting
VITA/TCE sites receive quality service and accurate return preparation.

Certification: All volunteers must complete the Volunteer Standards of Conduct Training and
complete and sign Form 13615, The Volunteer Standards of Conduct Agreement — VITA/TCE
Programs, prior to working at a VITA/TCE site.

Volunteers who answer tax law questions, instruct (teach) tax law classes, prepare or correct
tax returns and/or conduct quality reviews of completed tax returns must be certified. All
VITA/TCE instructors and site quality reviewers must be certified at a minimum, at the
intermediate level or higher (based on the complexity of the return). All site coordinators
must be certified by taking site coordinators’ training.

Intake/Interview Process: All sites must use Form 13614-C, Intake/Interview & Quality
Review Sheet for every return prepared. The electronic Form 13614-C, available through the
TaxWise software interview module, may be used in lieu of the paper Form 13614-C.

Quality Review Process: All returns must be quality reviewed and discussed with the
taxpayer prior to the taxpayer leaving the site. All sites must complete Form 13614-C,
Section C, after completing the quality review process. The electronic Form 13614-C, Section
C, available through the Tax Wise software interview module, may be used in lieu of the
paper Form 13614-C.

Reference Materials: All sites must have one copy of the following reference materials
available for use by volunteer return preparers and Quality Reviewers.

1 Publication 4012, Volunteer Resource Guide

1 Publication 17, Your Federal Income Tax for Individuals

1 Publication 3189, Volunteer e—file Administration Guide

Volunteer Agreement: All volunteers (preparers, quality reviewers, greeters, etc.) must
complete the Volunteer Standards of Conduct Training and certify to their adherence by
signing Form 13615, The Volunteer Standards of Conduct Agreement — VITA/TCE Programs,
prior to working at a site. This form is not valid until the site coordinator, sponsoring partner,
instructor, or IRS contact confirms the volunteer's identity and signs the form.

Timely Filing: All sites must have a process in place to ensure every return is electronically
filed or delivered to the taxpayer in a timely manner.

Title VI: Title VI of the Civil Rights Act of 1964 information must be displayed or provided to
taxpayers at designated sites.

Site Identification Number: It is critical that the correct Site Identification Number (SIDN)
must be included on ALL returns prepared by VITA/TCE sites. Failure to provide an accurate
SIDN may result in removal from the program.

Electronic Filing Identification Number: The correct Electronic Filing Identification Number
(EFIN) must be used on every return prepared.

Security, Privacy and Confidentiality: All guidelines discussed in Publication 4299, Privacy
and Confidentiality — A Public Trust must be followed.

12
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y. Who Must File /




/
Chart A — For Most People Who Must File

THEN file a return
if your gross
AND at the end of 2011 you |income was at

If your filing status is... were...* least...**
Single under 65 $ 9,500
65 or older $10,950
Married filing jointly*** under 65 (both spouses) $19,000
65 or older (one spouse) $20,150
65 or older (both spouses) $21,300
[so6 the nstructons fo line 3) |21 29° $ 3,700
l(lzaedtr?; ?r?sLtlfjc?’t(i)t)l(rjws for line 4) under 65 $12,200
65 or older $13,650
S:;éi;ﬁggtvzﬁ?dw(ef) with under 65 $15,300
(see the instructions for line 5) |65 or older $16,450

If you were born on January 1, 1947, you are considered to be age 65 at the end of 2011.

Gross income means all income you received in the form of money, goods, property, and services that is not
exempt from tax, including any income from sources outside the United States or from the sale of your main
home (even if you can exclude part or all of it). Do not include any social security benefits unless (a) you are
married filing a separate return and you lived with your spouse at any time in 2011 or (b) one-half of your social
security benefits plus your other gross income and any tax-exempt interest is more than $25,000 ( $32,000 if
married filing jointly). If (a) or (b) applies, see the instructions for lines 20a and 20b to figure the taxable part of
social security benefits you must include in gross income. Gross income includes gains, but not losses, re-
ported on Form 8949. Gross income from a business means, for example, the amount on Schedule C, line 7, or
Schedule F, line 9. But, in figuring gross income, do not reduce your income by any losses, including any loss
on Schedule C, line 7, or Schedule F, line 9.

If you did not live with your spouse at the end of 2011 (or on the date your spouse died) and your gross income
was at least $3,700, you must file a return regardless of your age.

* %

Individuals who do not have a filling requirement based on this chart should also check Chart C, Other Situa-
tions When You Must File, and Chart D, Who Should File. Individuals with earned income but who do not have a
filling requirement may be eligible for the Earned Income Credit.

A-1



/
Chart B — For Children and Other Dependents

If your parent (or someone else) can claim you as a dependent, use this chart to see if you must file
a return.

In this chart, unearned income includes taxable interest, ordinary dividends, and capital gain
distributions. It also includes unemployment compensation, taxable social security benefits, pensions,
annuities, and distributions of unearned income from a trust. Earned income includes salaries, wages,
tips, professional fees, and taxable scholarship and fellowship grants. Gross income is the total of
your unearned and earned income.

Single dependants. Were you either age 65 or older or blind?

Ul No. You must file a return if any of the following apply.
1. Your unearned income was over $950.
2. Your earned income was over $5,800.
3. Your gross income was more than the larger of —
a. $950, or
b. Your earned income (up to $5,500) plus $300.

L] Yes. You must file a return if any of the following apply.
1. Your unearned income was over $2,400 ($3,850 if 65 or older and blind).
2. Your earned income was over $7,250 ($8,700 if 65 or older and blind).
3. Your gross income was more than the larger of —
a. $2,400 ($3,850 if 65 or older and blind) or
b. Your earned income (up to $5,500) plus $1,750 ($3,200 if 65 or older and blind).

Married dependants. Were you either age 65 or older or blind?

Ul No. You must file a return if any of the following apply.

1. Your unearned income was over $950.

2. Your earned income was over $5,800.

3. Your gross income was at least $5 and your spouse files a separate return and
itemizes deductions.

4. Your gross income was more than the larger of —
a. $950, or
b. Your earned income (up to $5,500) plus $300.

L] Yes. You must file a return if any of the following apply.
1. Your unearned income was over $2,100 ($3,250 if 65 or older and blind).
2. Your earned income was over $6,950 ($8,100 if 65 or older and blind).
3. Your gross income was at least $5 and your spouse files a separate return and
itemizes deductions.
4. Your gross income was more than the larger of —
a. $2,100 ($3,250 if 65 or older and blind), or
b. Your earned income (up to $5,500) plus $1,450 ($2,600 if 65 or older and blind).




K
Chart C — Other Situations When You Must File

~

\_

You must file a return if any of the four conditions below apply for 2011.
1. You owe any special taxes, including any of the following.
a. Alternative minimum tax.

b. Additional tax on a qualified plan, including an individual retirement arrangement (IRA), or other tax-
favored account. But if you are filing a return only because you owe this tax, you can file Form 5329
by itself.

c. Household employment taxes. But if you are filing a return only because you owe this tax, you can
file Schedule H by itself.

d. Social security and Medicare tax on tips you did not report to your employer or on wages you
received from an employer who did not withhold these taxes.

e. Recapture of first-time homebuyer credit. See the instructions for line 59b.

f.  Write-in taxes, including uncollected social security and Medicare or RRTA tax on tips you reported to
your employer or on group-term life insurance and additional taxes on health savings accounts. See
the instructions for line 60.

g. Recapture taxes. See the instructions for line 44 and line 60.
2. You (or your spouse, if filing jointly) received Archer MSA or Medicare Advantage MSA distributions.
3. You had net earnings from self-employment of at least $400.

4. You had wages of $108.28 or more from a church or qualified church-controlled organization that is
exempt from employer social security and Medicare taxes.

K
Chart D — Who Should File

1. You had income tax withheld from your pay.

2. You made estimated tax payments for the year or had any of your overpayment for last year’s estimated tax

applied to this year’s taxes.

3. You qualify for the earned income credit. See Publication 596, Earned Income Credit (EIC), for more informa-

tion.

4. You qualify for the additional child tax credit. See Form 1040 Instructions for more information on this credit.

5. You qualify for the health coverage tax credit. For information about this credit, see Form 8885, Health Cover-

age Tax Credit.

6. You qualify for the refundable credit for prior year minimum tax. See Form 8801, Credit for Prior Year Mini-
mum Tax — Individuals, Estates, and Trusts.

7. You qualify for an American Opportunity Credit.
8. You qualify for the Adoption Credit.

A-3



Determining Residency Status — Decision Tree

Resident Alien or Nonresident Alien?
Nonresident aliens are taxed differently from resident aliens, which is why it is important to determine their residency status. Use the
following chart to determine if the taxpayer is a resident alien or a nonresident alien.

Start here to determine your residency status for 2011

Were you a lawful permanent resident of the United States (had a
"green card") at any time during 20117

Yes No

Were you physically present in the United States on at least 31
days during 2011?°

Yes No

You are a resident
alien for U.S. tax
purposes. '2 Were you physically present in the United States on at least 183

days during the 3-year period consisting of 2009, 2010, and
If you are a resident 2011, counting all days of presence in 2011, 's the days of
alien for the entire presence in 2010, and " the days of presence in 20097 ®
year, you must file a *You are a
tax return following Yes No nonresident
the same rules that > alien for U.S.
apply to U.S. citizens. tax purposes.
A Were you physically present in the United States on at least 183 A

days during 2011?

Yes No

Can you show that for 2011 you have a tax home in a foreign
country and have a closer connection to that country than to the
United States?

No Yes

' 1f this is the first or last year of their residency, taxpayers may have a dual status for the year. Refer dual status aliens to a
professional tax preparer.

2 In some circumstances taxpayers may still be considered nonresident aliens under an income tax treaty between the United States
and the foreign country. Check the provisions of the treaty carefully.

3 Do not count days a person regularly commutes to work in the United States from their home in Canada or Mexico, or days the
person is an exempt individual. Such individuals may not choose residency status.
Exempt individuals include:
- Foreign goverment-related individual
- Teacher or trainee who is temporarily present under a J or Q visa
- Student who is temporarily present under an F, J, M, or Q visa
- Professional athlete who is temporarily in the United States to complete in a charitable sports event

See Days of Presence in the United States in Publication 519 for additional information.

* Volunteers with foreign student certification may prepare tax forms and returns (Forms 8843, 1040NR, or 1040NR-EZ) for
nonresident aliens within the scope of their training. Otherwise, refer taxpayers who are considered nonresident aliens to a
professional tax preparer.

B. Filing
Status
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Determination of Filing Status — Decision Tree

Start Here
Were you married on the last YES
day of the year?!
Yy NO
Did your spouse die during YES
the year?
v NO

MARRIED FILING JOINTLY
OR MARRIED FILING
SEPARATELY”

Do all the following apply?

* Your spouse died in 2009 or 2010.

¢ In the year of death, you were entitled
to file a joint return with your spouse.

¢ You paid more than 1/2 the cost of
keeping up your home for the year.?

¢ Your dependent child or step child
lived in your home all year. A foster
child or grandchild does not meet
the this test.®

YES

[ ¢

NO

Did you and your
spouse live apart during
the last 6 months of the
year?%sé

NO

YES
\4

Do all of the following apply?

QUALIFYING WIDOW(ER)

y NO

Do both of the following apply?

NO

* You paid more than 1/2 the cost
of keeping up your home for the
year.?

e A “qualifying person,” as defined
on page B-3, lived with you in your
home for more than 1/2 the year.?

1.

2.

o s w

\/

SINGLE

YES

Footnotes:

nance decree.

eaten in the home.

* Payments received under TANF or other public assistance programs used to pay costs of keeping up the home cannot be counted as
money you paid. These payments must be included in the total cost of keeping up the home to figure if you paid over 1/2 the cost.
* Amounts paid out of funds received as governmental assistance or SSA in the child’s name are considered paid by others (not the

taxpayer).

\

HEAD OF HOUSEHOLD 8

¢ You file a separate return
from your spouse.

* You paid more than 1/2
the cost of keeping up your
home for the year.?

* Your home is the main
home for your child,
stepchild or foster child for
more than 1/2 the year.?

* You claim an exemption
for the child

YES

A

do not choose to treat as a resident alien for tax purposes.

service.

home does not mean they have a separate “household” for this filing status purpose.

Answer “NO” to this question if, on the last day of the year, you were legally separated from your spouse under a divorce or separate mainte-

Include in the cost of upkeep expenses such as rent, mortgage interest, real estate taxes, insurance on the home, repairs, utilities and food

See Publication 17, Filing Status, for rules applying to birth, death, or temporary absence during the year.
Unless the child’s other parent claims him or her under rules for children of divorced or separated parents or parents who lived apart.
This requirement is met if you are a U.S. citizen or resident alien for the entire year and you live with your nonresident alien spouse who you

Your spouse is considered to live in your home even if he or she is temporarily absent due to illness, education, business, vacation or military
If the taxpayer asks to file MFS, emphasize the advantages to Married Filing Jointly and the possibility of filing Form 8379, Injured Spouse

Claim & Allocation (if appropriate). See Pub 17, Filing Status, MFS Special Rules for list of disadvantages.
Generally, only one taxpayer in a home can claim Head of Household filing status. Just because each person has their own children living in a

/
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Filing Status

int?.rview Probe/Action: Ask the taxpayer:
ips
steb Were you considered married in a legal union between a If YES, go to Step 2.

man and a woman as husband and wife on December 31

of the tax year? (Answer yes if state common law rules were
met or if your spouse died during the year and you did not
remarry by the end of the year.)

If NO, go to Step 4.

steo Do you and your spouse wish to file a joint return? If YES, STOP. Your filing status is
9 married filing jointly.

If NO, go to Step 3.
step Do all the following apply? If YES, STOP. You are

B You file a separate return

I You paid more than half the cost of keeping up your
home for the year

B Your spouse did not live in your home during the last 6
months of the tax year "2

B Your home was the main home of your child, stepchild,
or foster child for more than half the year

B You claim an exemption for the child (unless the
noncustodial parent claims the child under rules for
divorced or separated parents or parents who live

considered unmarried and

your filing status is head of
household.

If NO, STOP. Your filing status is
married filing separately.

®

apart)
steo  Did your spouse die in 2009 or 20107? If YES, go to Step 5.
If NO, go to Step 6.
step Do all the following apply? If YES, STOP. Your filing status
B You were entitled to file a joint return with your spouse 1S qualifying V\{idow(er) with
for the year your spouse died dependent child.
B You did not remarry before the end of this tax year 1NI9), go o Siep &
B You have a child or stepchild for whom you can claim
an exemption and who lived with you all year, except
for temporary absences. Do not include a grandchild
or foster child
B You paid more than half the cost of keeping up the
home for the year
steo Do all the following apply? If YES, STOP. Your filing status is

Il You paid more than half the cost of keeping up the
home for the year

B A “qualifying person,” as defined on page B-3, lived
with you in your home for more than 1/2 the year.?

head of household.
If NO, STOP. Your filing status is
single.

Footnotes
1 This requirement is met if you are a U.S. citizen or resident alien for the entire year and you live with your
nonresident alien spouse who you do not choose to treat as a resident alien for tax purposes.

2 Your spouse is considered to live in your home even if he or she is temporarily absent due to iliness,
education, business, vacation or military service.
3 You cannot use head of household filing status based on any person who is your dependent only because
he or she lived with you for the entire year (for example, a companion or a friend).

/
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Who Is a Qualifying Person Qualifying You To
File as Head of Household?’

IF the person is your. ..

AND...

THEN that personiis .. ..

qualifying child (such as a son,
daughter, or grandchild who lived
with you more than half the year
and meets certain other tests)?

he or she is single

a qualifying person, whether or
not you can claim an exemption
for the person.

he or she is married and you can

a qualifying person.

claim an exemption for him or her

he or she is married and you not a qualifying person.?

cannot claim an exemption for

him or her
qualifying relative* who is your you can claim an exemption for | a qualifying person.®
father or mother him or her®

you cannot claim an exemption
for him or her

not a qualifying person.

he or she lived with you more
than half the year, and he or she
is related to you in one of the
ways listed under Relatives who
do not have to live with you and
you can claim an exemption for
him or her®

qualifying relative* other than a qualifying person.
your father or mother (such as
a grandparent, brother, or sister

who meets certain tests).

he or she did not live with you
more than half the year

not a qualifying person.

he or she is not related to you

in one of the ways listed under
Relatives who do not have to live
with you in Pub 17 and is your
qualifying relative only because
he or she lived with you all year
as a member of your household
(for example, a companion or a
friend)

not a qualifying person.

you cannot claim an exemption
for him or her

not a qualifying person.

' A person cannot qualify more than one taxpayer to use the head of household filing status for the year.

2 The term “qualifying child” is defined under Exemptions for Dependents, in Pub 17. Note: If you are a

noncustodial parent, the term “qualifying child” for head of household filing status does not include a child who

is your qualifying child for exemption purposes only because of the rules described under Children of divorced

or separated parents under Qualifying Child, later. If you are the custodial parent and those rules apply, the child

generally is your qualifying child for head of household filing status even though the child is not a qualifying child

for whom you can claim an exemption.

% This person is a qualifying person if the only reason you cannot claim the exemption is that you can be claimed

as a dependent on someone else’s return.

4 The term “qualifying relative” is defined under Exemptions for Dependents, in Pub 17.

5 If you can claim an exemption for a person only because of a multiple support agreement, that person is not a

qualifying person. See Multiple Support Agreement.

8 You are eligible to file as head of household even if your parent does not live with you. You must pay more than

half the cost of keeping up a home that was the main home for the entire year for your parent. This test is met if
kyou pay more than half the cost of keeping your parent in a rest home or home for the elderly.
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g .
Exem pt IONS (reduces the taxpayer’s taxable income)

e Exemption Amount: $3,700
* Two types:

1. Personal exemptions—one exemption for the taxpayer and, if married, one for his
or her spouse; unless they can be claimed as a dependent by another person.

2. Exemptions for dependents—one exemption for each qualifying child or qualifying
relative.

* Apply the rules for exemptions for dependents using the worksheets in the Form 1040
instructions and the interview tips in this publication.

* Dependents cannot claim exemptions for dependents. Taxpayers who are claimed
as a dependent on someone else’s return cannot claim any exemptions for their own

dependents.

N /

/ 2011 Exemption Chart A
$3,700 X 1 = $ 3,700
$3,700 X 2 - $ 7,400
$3,700 X 3 . $11,100
$3,700 X 4 = $14,800
$3,700 X 5 - $18,500

N /
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Personal Exemptions

union between a man and a woman as
husband and wife during any part of the
tax year? (Answer YES if state common
law rules were met.)

interview
tips Probe/Action: Ask the taxpayer:
step  Were you considered married in alegal  If YES, go to Step 2.

If NO, go to Step 7.

step  Were you still considered married on

December 31 of the tax year?

If YES, go to Step 5.

If NO, go to Step 3. Note: Abandonment does
not change marital status—answer YES if the
taxpayer’s responses to Steps 3 and 4 are NO.

steo  Did you obtain a final decree of divorce  If YES, you cannot claim a personal exemption for
or separate maintenance by December  your former spouse. Go to Step 7.
31 of the tax year? If NO, go to Step 4.
step  Did your spouse die during the tax If YES, go to Step 5.
year? If NO, go back through Steps 1-3 and clarify
answers.
steo  Are you filing a joint tax return? If YES, go to Step 7.

If NO, go to Step 6.

Did your spouse have income or can
anyone else claim your spouse as a
dependent (including a nonresident
alien spouse)?

step

If YES to either, you cannot claim a personal
exemption for your spouse. Go to Step 7 to see
about your own personal exemption.

If NO to both, you can claim a personal exemption
for your spouse. Go to Step 7 to see about your
own personal exemption.

Can anyone claim you (or your spouse
if filing jointly) as a dependent on his or
her return?

N

If YES, you cannot claim a personal exemption for
yourself or your spouse.

If NO, you can claim a personal exemption for
yourself (and your spouse, if filing jointly).

Step 4: If his or her spouse died during the year, the
taxpayer can claim the spouse’s exemption if the taxpayer
did not remarry during the year. See Publication 17 for other
considerations.

Step 5: Answer YES to this question if you are filing a joint
return to claim a refund and there would be no tax liability for
either spouse if separate returns were filed.

Step 6: If married filing separately, the taxpayer can take his or
her own exemption if no other taxpayer is entitled to claim him or
her as a dependent.

If married filing separately, the taxpayer can claim his or her
spouse’s exemption if the spouse had no gross income, is not
filing a return, and cannot be claimed as a dependent on another
person’s return.

Step 7: If married filing jointly (other than to claim a refund of
withholding), the taxpayer cannot be a dependent on another
person’s return.
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4 Overview of the Rules for Claiming an N\
Exemption for a Dependent

Caution: This table is only an overview of the rules. For details, see Publication 17.
* You cannot claim any dependents if you, or your spouse if filing jointly, could be claimed as a dependent by another taxpayer.
* You cannot claim a married person who files a joint return as a dependent unless that joint return is only a claim for refund and there would be no
tax liability for either spouse on separate returns.
* You cannot claim a person as a dependent unless that person is a U.S. citizen, U.S. resident alien, U.S. national, or a resident of Canada or
Mexico.’
* You cannot claim a person as a dependent unless that person is your qualifying child or qualifying relative.

Tests To Be a Qualifying Child Tests To Be a Qualifying Relative
1. The child must be your son, daughter, stepchild, foster child, 1. The person cannot be your qualifying child or the qualifying child
brother, sister, half brother, half sister, stepbrother, stepsister, or of any other taxpayer. A child is not the qualifying child of any
a descendant of any of them. other taxpayer if the child’s parent (or any other person for whom

the child is defined as a qualifying child) is not required to file
an income tax return or files an income tax return only to get a
refund of income tax withheld.

2. The child must be: (a) under age 19 at the end of the year and 2. The person either (a) must be related to you in one of the ways
younger than you (or your spouse, if filing jointly), (b) under age listed under Relatives who do not have to live with you, or (b)
24 at the end of the year, a full-time student, and younger than must live with you all year as a member of your household? (and
you (or your spouse, if filing jointly), or (c) any age if permanently your relationship must not violate local law).

and totally disabled.

3. The child must have lived with you for more than half of the year.2 | 3. The person’s gross income for the year must be less than

$3,700.°
4. The child must not have provided more than half of his or her own | 4. You must provide more than half of the person’s total support for
support for the year.® the year.®

5. The child is not filing a joint return for the year (unless that joint
return is filed only as a claim for refund).

6. If the child meets the rules to be a qualifying child of more than
one person, you must be the person entitled to claim the child as
a qualifying child.

"There is an exception for certain adopted children.

2There are exceptions for temporary absences, children who were born or died during the year, children of divorced or separated parents,
or parents who live apart, and kidnapped children.

3There is an exception if the person is disabled and has income from a sheltered workshop.

“There are exceptions for multiple support agreements, children of divorced or separated parents or parents who live apart, and
kidnapped children.

5If a child receives social security benefits and uses them toward his or her own support, those benefits are considered as provided by

K the child. Benefits provided by the state to a needy person (welfare, food stamps, housing) are generally considered support provided /

by the state.

é Qualifying Child of More Than One Person

If the child meets the conditions to be the qualifying child of more than one person, only one person can claim the child as a qualifying child for all of
the following tax benefits, unless the special rule for children of divorced or separated parents applies.

* Dependency Exemption * Child Tax Credit
* Head of Household * Earned Income Credit
» Credit for Child and Dependent Care Expenses * Exclusion from income for Dependent Care Benefits

No other person can take any of the six tax benefits listed above unless he or she has a different qualifying child. If you and any person
can claim the child as a qualifying child, the following rules apply.

If only one of the persons is the child’s parent, the child is treated as the qualifying child of the parent.

If the parents do not file a joint return together but both parents claim the child as a qualifying child, the IRS will treat the child as the qualifying child
of the parent with whom the child lived for the longer period of time during the year. If the child lived with each parent for the same amount of time,
the IRS will treat the child as the qualifying child of the parent who had the higher adjusted gross income (AGl) for the year.

If no parent can claim the child as a qualifying child, the child is treated as the qualifying child of the person who had the highest AGI for the year.

If a parent can claim the child as a qualifying child but no parent does so claim the child, the child is treated as the qualifying child of the person who
had the highest AGI for the year, but only if that person’s AGl is higher than the highest AGI of any of the child’s parents who can claim the child.

Example: Your daughter meets the conditions to be a qualifying child for both you and your mother. Under the rules above, you are entitled to treat
your daughter as a qualifying child for all of the six tax benefits listed above for which you otherwise qualify. Your mother is not entitled to take any
of the six tax benefits listed above unless she has a different qualifying child. HOWEVER, IF YOUR MOTHERS AGI IS HIGHER THAN YOURS,
YOU CAN LET YOUR MOTHER TREAT YOUR DAUGHTER AS HER QUALIFYING CHILD. IF YOU DO THAT, YOUR DAUGHTER IS NOT YOUR
QUALIFYING CHILD FOR ANY OF THE 6 BENEFITS.

Q}r more details and examples, see Pub. 17 and 501. /
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int?lrview Probe/Action: Ask the taxpayer:
ips

/ Table 1: Dependency Exemption for Qualifying Child\

step Can you or your spouse (if filing jointly) be
0 claimed as a dependent on someone else’s
tax return this year?

If YES: If you can be claimed as a dependent by
another person, you may not claim anyone else as your
dependent.

If NO: Go to STEP 2

step Was the child married as of December 31,

6 20117

If YES: Go to STEP 3
If NO: Go to STEP 4

step Is the child filing a joint return for this tax year?

e (Answer “NO” if the child is filing a joint return
only to claim a refund and no tax liability
would exist for either spouse if they had filed
separate returns.)

If YES: You cannot claim this child as a dependent.
If NO: Go to STEP 4

step Was the child a U.S. citizen, U.S. resident alien,

9 U.S. national, or a resident of Canada or Mexico?
(Answer “YES” if you are a U.S. citizen or U.S.
national and you adopted a child who lived
with you as a member of your household all year.)

If YES: Go to STEP 5
If NO: You cannot claim this child as a dependent.

step Was the child your son, daughter, stepchild,

6 eligible foster child, brother, sister, half
brother, half sister, stepbrother, stepsister,
or a descendant of any of them (i.e., your
grandchild, niece, or nephew)?

If YES: Go to STEP 6
If NO: This child is not your qualifying child. Go to Table
2: Dependency Exemption for Qualifying Relative

step Was the child:

@ -under age 19 at the end of the year and
younger than you (or your spouse, if filing
jointly) OR
-a full-time student under age 24 at the end
of the year and younger than you (or your
spouse, if filing jointly) OR
-permanently and totally disabled* at any time
during the year?

If YES: Go to STEP 7
If NO: This child is not your qualifying child. Go to Table
2: Dependency Exemption for Qualifying Relative

step Did the child live with you as a member of your
household, except for temporary absences®,
for more than half the year?
(Answer “YES” if the child was born or died
during the year.)

If YES: Go to STEP 8 (Use table 3 to see if the
exemption for children of divorced or separated parents
or parents who live apart applies.)

If NO: This child is not your qualifying child. Go to Table
2: Dependency Exemption for Qualifying Relative

step Did the child provide more than half of his or
@ her own support* for the year?

If YES: You cannot claim this child as a dependent
If NO: Go to STEP 9

step Is the child a qualifying child of any other

@ person?

N

If YES: If the child is the qualifying child of more than one
person, you must be the person entitled to claim the child
as a qualifying child. Go to the chart: Qualifying Child of
More Than One Person

If NO: You can claim this child as a dependent /

Footnotes:

Step 6: A person is permanently and totally disabled if he or she cannot
engage in any substantial gainful activity because of a physical or mental
condition, AND a doctor determines the condition has lasted or can be
expected to last continuously for at least a year or can lead to death.
Step 7: A child is considered to have lived with you during periods of
time when one of you, or both, are temporarily absent due to special
circumstances such as illness, education, business, vacation or military
service. In most cases a child of divorced or separated parents is the
qualifying child of the custodial parent. See Table 3: Children of Divorced

or Separated Parents or Parents Who Live Apart to see if an exception
applies. There is an exception for kidnapped children. See Publication 17,
Personal Exemptions and Dependents

Step 8: A worksheet for determining support is included at the end of this
section. If a child receives social security benefits and uses them toward
his or her own support, those benefits are considered as provided by the
child. Benefits provided by the state to a needy person (welfare, food
stamps, housing) are generally considered support provided by the state.
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Table 2: Dependency Exemption for
Qualifying Relative

You must start with Table 1. (To claim a qualifying relative dependent, you must first meet the
Dependent Taxpayer, Joint Return and Citizen or Resident Tests in steps 1-4 of table 1)

qualifying child of anyone else? A child is not
the qualifying child of any other taxpayer if the
child’s parent (or any other person for whom
the child is defined as a qualifying child) is not
required to file a U.S. income tax return or files
an income tax return only to get a refund of
income tax withheld.

interview o _
tips Probe/Action: Ask the taxpayer:
step Is the person your qualifying child or the If YES, the person is not a qualifying relative. (See

Qualifying Child Interview Tips.)
If NO, go to Step 2.

Was the person your son, daughter, stepchild,

If NO, go to Step 3.

total support for the year?*

ste
y foster child, or a descendant of any of them If YES, go to Step 4.

(i.e., your grandchild)? OR Note: The relatives listed in Step 2 are considered
Was the person your brother, sister, or a son “Relatives who do not have to live with you”
or daughter of either of them (i.e., your niece or
nephew)? OR
Was the person your father, mother, or an
ancestor or sibling of either of them (i.e., your
grandmother, grandfather, aunt, or uncle)? OR
Was the person your half brother, half
sister, stepbrother, stepsister, stepfather,
stepmother, son-in-law, daughter-in-law,
father-in-law, mother-in-law, brother-in-law, or
sister-in-law?*

step Was the person any other person (other than If NO, you cannot claim this person as a dependent.
your spouse) who lived with you all year as a If YES, see footnote for Step 3, then go to Step 4.
member of your household? Note: There are exceptions for kidnapped children; a child

who was born or died during the year; certain temporary
absences—school, vacation, medical care, etc.

step Did the person have gross taxable income of If NO, you cannot claim this person as a dependent.
less than $3,700 in 2011?* If YES, go to Step 5.

step Did you provide more than half the person’s If YES, you can claim this person as your qualifying

relative dependent. (Use Table 3 to see if the exception for
children of divorced or separated parents or parents who
live apart applies.)

If NO, go to Step 6.

N

continued on next page

/

Footnotes:

Step 2: Any of these relationships that were established by
marriage are not ended by death or divorce.

Step 3: A person does not meet this test if at any time during
the year the relationship between you and that person violates
local law.

Step 4:For purposes of this test, the gross income of an
individual who is permanently and totally disabled at any

time during the year does not include income for services the
individual performs at a sheltered workshop.

Step 5: A worksheet for determining support is included at the
end of this section
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See Table 3 for the exception to the support test for children of
divorced or separated parents or parents who live apart.

If a child receives social security benefits and uses them toward
his or her own support, those benefits are considered as
provided by the child. Benefits provided by the state to a needy
person (welfare, food stamps, housing) are generally considered
support provided by the state.
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Table 2: Dependency Exemption for
Qualifying Relative

©

10% of the person’s total support for the year
provide you with a signed statement (Form
2120) agreeing not to claim the exemption?

A ERE Continued " _
tips Probe/Action: Ask the taxpayer:
step  Did another person provide more than half the If YES, you cannot claim an exemption for this person.
@ person’s total support? If NO, go to Step 7.
step  Did two or more people together provide more If YES, go to Step 8.
6 than half the person’s total support? If NO, you cannot claim this person as a dependent.
step  Did you provide more than 10% of the person’s | If YES, go to Step 9.
@ total support for the year? If NO, you cannot claim this person as a dependent.
step  Did the other person(s) providing more than If YES, you can claim an exemption for this person.

If NO, you cannot claim this person as a dependent.
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4 Table 3: Children of Divorced or Separated Parents )
or Parents Who Live Apart

(Use this table when directed from Table 1 or Table 2 to determine if the exception applies to the
qualifying child residency test or the qualifying relative support test)

'nt?i';/s'ew Probe/Action: Ask the taxpayer:
step  Did the child receive over half of his or her support from the parents If YES, go to Step 2.
o who are: If NO, Table 3 does not apply.
Divorced OR
Legally separated under a decree of divorce or
separate maintenance OR
Separated under a written separation agreement OR
Lived apart at all times during the last 6 months of the year?
step  Was the child in the custody of one or both parents for more than half If YES, go to Step 3.
9 the year? If NO, Table 3 does not apply.
step  Did the custodial parent (parent with whom the child lived for the greater If YES, the Table 3 exception
number of nights during the year) provide the taxpayer a signed written applies. See the footnote for
declaration (Form 8332, a copy of Form 8332, or similar document) Step 3 below then return to the
releasing his or her claim to the exemption for the child? appropriate step in Table 1 or
Table 2.
If NO, go to Step 4.
step  Are either of the following statements true? If YES, the Table 3 exception
The taxpayer has a Post-1984 and Pre-2009 decree or agreement that applies. Return to the appropriate
is applicable for 2011 and states all three of the following? step in Table 1 or Table 2.
1. The noncustodial parent can claim the child as a dependent without If NO, Table 3 does not apply.
regard to any condition, such as payment of support.
2. The other parent will not claim the child as a dependent for the year.
3. The years for which the noncustodial parent can claim the child as a
dependent.
(See Step 4 footnote for the items the noncustodial parent must
attach to his/her tax return.)
OR
The taxpayer has a Pre-1985 decree of divorce or separation
maintenance or written separation agreement between the parents
that provide that the noncustodial parent can claim the child as a
dependent, and the noncustodial parent provides at least $600 for
K support of the child during 2011? -
Footnotes:

Step 2: If the child is emancipated under state law, either by reaching age of majority or other means, child is treated as not living with either
parent (see Pub 17).

Step 3: Post-2008 decree or agreement. If the divorce decree or separation agreement went into effect after 2008, the noncustodial parent
cannot attach pages from the decree or agreement instead of Form 8332. The custodial parent must sign, and the noncustodial parent must
attach to his or her return, either Form 8332, or a copy of Form 8332 or a substantially similar statement the only purpose of which is to release
the custodial parent’s claim to a child.

Step 4: Post-1984 and Pre-2009 divorce decrees or agreements:

The noncustodial parent must attach all of the following pages from the decree or agreement.

-Cover page (include the other parent's SSN on that page)

-The pages that include all the information identified in (1) through (3) above

-Signature page with the other parent’s signature and date of agreement.

Release of exemption revoked

A custodial parent who has revoked his or her previous release of a claim to exemption for a child must attach a copy of the revocation to his or
her return. (See Form 8332 for more details)

Other decrees or agreements that do not meet step 4: Non-custodial parents must attach the Form 8332, or a copy of Form 8332 or similar
statement to their return.

C-7
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12.

13.
14.
15.
16.
17.
18.
19.

20.

21.

22,

23.

24.
25.
26.

Worksheet for Determining Support m\

Funds Belonging to the Person You Supported
Enter the total funds belonging to the person you supported, including income received (taxable
and nontaxable) and amounts borrowed during the year, plus the amount in savings and other

accounts at the beginningof theyear . . . . ... ... . . .. . 1.
Enter the amount on line 1 that was used for the person’s support .. .................... 2.
Enter the amount on line 1 that was used for other purposes . ... ...................... 3.
Enter the total amount in the person’s savings and other accounts at the end of theyear . ... .. 4,
Add lines 2 through 4. (This amount should equal line 1.) . . . ... ... .. ... ... ... . . ... .. 5.

Expenses for Entire Household (where the person you supported lived)
Lodging (complete line 6a or 6b):

6a. Enterthe total rentpaid ... .. ... ... . . . . e 6a.
6b. Enter the fair rental value of the home. If the person you supported owned the home,
also include thisamountinline 21. . ... ... ... . . . . . . 6b.
Enter the total food expenses . . ... ... . 7.
Enter the total amount of utilities (heat, light, water, etc. not included in line6aor6b) . ... ... .. 8.
Enter the total amount of repairs (notincluded inline6aor6b) .. ....................... 9.
. Enter the total of other expenses. Do not include expenses of maintaining the home, such as
mortgage interest, real estate taxes, and insurance. .. ......... ... .. . oL 10.
. Add lines 6a through 10. These are the total household expenses ... ................... 11.
Enter total number of persons who lived inthe household ... ...... ... ... ... ........ 12.

Expenses for the Person You Supported

Divide line 11 by line 12. This is the person’s share of the household expenses . . ... ........ 13.
Enter the person’s total clothing expenses . ... ... .. .. . . . . . 14.
Enter the person’s total education expenses . . . ... ... ... . . 15.
Enter the person’s total medical and dental expenses not paid for or reimbursed by insurance .. 16.
Enter the person’s total travel and recreation expenses . .. ....... ... . ... . ... ... .. ... 17.
Enter the total of the person’s otherexpenses . . . ... ... ... . .. . . . 18.
Add lines 13 through 18. This is the total cost of the person’s support fortheyear . .......... 19.
Did the Person Provide More Than Half of His or Her Own Support?

Multiply line 19 by 50% (.50) . . . . . . ot e 20.
Enter the amount from line 2, plus the amount from line 6b if the person you supported owned

the home. This is the amount the person provided for his or her own support. . .. ........... 21.

Is line 21 more than line 20?

] No. You meet the support test for this person to be your qualifying child. If this person also meets the other tests to be a
qualifying child, stop here; do not complete lines 23-26. Otherwise, go to line 23 and fill out the rest of the worksheet to
determine if this person is your qualifying relative.

[ Yes. You do not meet the support test for this person to be either your qualifying child or your qualifying relative. Stop
here.

Did You Provide More Than Half?
Enter the amount others provided for the person’s support. Include amounts provided by state,

local, and other welfare societies or agencies. Do not include any amounts included on line 1. . . 23.
Add lines 21 and 23 . . ... 24,
Subtract line 24 from line 19. This is the amount you provided for the person’s support. . . ... .. 25.

Is line 25 more than line 20?
[ Yes. You meet the support test for this person to be your qualifying relative.

] No. You do not meet the support test for this person to be your qualifying relative. You cannot claim an exemption for
this person unless you can do so under a multiple support agreement, the support test for children of divorced or
separated parents, or the special rule for kidnapped children. See Multiple Support Agreement, Support Test for Children
of Divorced or Separated Parents or Parents Who Live Apart, or Kidnapped Child under Qualifying Relative.

/

Taxpayers should keep a completed copy of this worksheet for their records.
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the return, if required.

Income Quick Reference Guide I

This list is a quick reference and volunteers should refer to Publication 17 for more informa-
tion. Do not rely on this list alone. Some of the income items on this chart are out of scope

for the VITA/TCE program. Refer taxpayers with out of scope income to a professional tax
preparer. Confirm that all income received by the taxpayer has been discussed and shown on

Table A — Examples of Taxable Income
(Examples of income to consider when determining whether a return must be filed)

Wages, salaries, bonuses, commissions
Alimony

Annuities

Awards

Back pay

Breach of contract

Business income/Self-employment income
Compensation for personal services
Debts forgiven’

Director’s fees

Disability benefits (employer-funded)
Discounts

Dividends

Employee awards

Employee bonuses

Estate and trust income

Farm income

Fees

Gains from sale of property or securities
Gambling winnings

Hobby income

Interest

Interest on life insurance dividends

IRA distributions

Jury duty fees

Military pay (not exempt from taxation)

Military pension

Notary fees

Partnership, Estate and S-Corporation income
(Schedule K-1s, Taxpayer’s share)

Pensions

Prizes

Punitive damage

Railroad retirement—Tier | (portion may be taxable)

Railroad retirement—Tier

Refund of state taxes?

Rents (gross rent)

Rewards

Royalties

Severance pay

Self-employment

Non-employee compensation

Social security benefits - portion may be taxable -
(See TaxWise Tab 2 - Income, the page for
Railroad Retirement, Civil Service, and Social
Security Benefits)

Supplemental unemployment benefits

Taxable scholarships and grants

Tips and gratuities

Unemployment compensation

Table B — Examples of Non-Taxable Income
(Examples of income items to exclude when determining whether a return must be filed)

Aid to Families with Dependent Children (AFDC)
Child support

Damages for physical injury (other than punitive)
Death payments

Dividends on life insurance

Federal Employees’ Compensation Act payments
Federal income tax refunds

Gifts, bequests, and inheritances?

Insurance proceeds

e Accident
e Casualty
e Health

e Life

Interest on tax-free securities
Interest on EE/I bonds redeemed for qualified
\_ higher education expenses

Meals and lodging for the convenience of employer
Payments to the beneficiary of a
deceased employee
Relocation payments or payments in
lieu of worker’'s compensation
Rental allowance of clergyman
Sickness and injury payments
Social security benefits - portion may not be
taxable - (See TaxWise Tab 2 - Income, the
page for Railroad Retirement, Civil Service,
and Social Security Benefits)
Supplemental Security Income (SSI)
Temporary Assistance for Needy Families (TANF)
Veterans’ benefits
Welfare payments (including TANF) and food stamps
Worker's compensation and similar payments /

Footnotes: 'If the taxpayer received a Form 1099-C, Cancellation of Debt, in relation to their main home, it can be nontaxable (see D-4)
2If itemized in year paid and taxes were reduced because of deduction
3An inheritance is not reported on the income tax return, but a distribution from an inherited pension or annuity is subject to
the same tax as the original owner would have had to pay.
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Armed Forces Gross Income

~

Members of the Armed Forces receive many different types of pay and allowances. Some are included in gross income
while others are excluded from gross income. Table 1 lists included items that are subject to tax and must be reported
on your tax return. Table 2 lists excluded items that are not subject to tax, but may have to be shown on your tax return.

Table 1. Included Items

These items are included in gross income, unless the pay is for service in a combat zone.

Basic pay » Active duty

« Attendance at a designated service school
« Back wages

+« CONUS COLA

o Drills

« Reserve training

« Training duty

« Aviation career incentives

« Career sea

« Diving duty

« Foreign duty (outside the 48 contiguous
states and the District of Columbia)

« Foreign language proficiency

« Hardship duty

» Hostile fire or imminent danger

« Medical and dental officers

« Nuclear-qualified officers

o Optometry

« Pharmacy

» Special duty assignment pay

« Veterinarian

Special
pay

Bonuses

Other payments

Incentive pay

o Career status

¢ Enlistment

o Officer

« Overseas extension
¢ Reenlistment

 Accrued leave

« High deployment per diem

« Personal money allowances paid to
high-ranking officers

« Student loan repayment from programs
such as the Department of Defense
Educational Loan Repayment Program
when year’s service (requirement) is not
attributable to a combat zone

e Submarine

« Flight

» Hazardous duty

« High altitude/Low altitude (HALO)

Table 2. Excluded Items

exclusion for the personal use of a government-provided vehicle.

The exclusion for certain items applies whether the item is furnished in kind or is a reimbursement or allowance. There is no

Living
allowances

« BAH (Basic Allowance for Housing).
You can deduct mortgage interest and
real estate taxes on your home even if
you pay these expenses with your BAH

« BAS (Basic Allowance for Subsistence)

» Housing and cost-of-living allowances
abroad whether paid by the U.S.
Government or by a foreign
government

* OHA (Overseas Housing Allowance)

* Expanded HAP (Homeowners Assistance
Program) benefit payments

« Dislocation

« Military base realignment and
closure benefit

(the exclusion is limited as
described beginning on page 3)

* Move-in housing

« Moving household and
personal items

» Moving trailers or mobile homes

« Storage

« Temporary lodging and
temporary lodging expenses

Moving
allowances

Travel
allowances

« Annual round trip for dependent
students

» Leave between consecutive
overseas tours

« Reassignment in a dependent
restricted status

« Transportation for you or your
dependents during ship overhaul
or inactivation

« Per diem

Combat zone pay « Compensation for active service while in

Family
allowances

Death
allowances

Other payments

In-kind military
benefits

combat zone or a qualified hazardous
duty area.
Note: Limited amount for officers

« Certain educational expenses for
dependents

« Emergencies

« Evacuation to a place of safety

« Separation

 Burial services

« Death gratuity payments to
eligible survivors

« Travel of dependents to burial site

« Defense counseling

« Disability, including payments received
for injuries incurred as a direct result
of a terrorist or military action

« Group-term life insurance

» Professional education

« ROTC educational and subsistence
allowances

« Survivor and retirement protection
plan premiums

« Uniform allowances

« Uniforms furnished to enlisted personnel

« Dependent-care assistance program

» Legal assistance

» Medical/dental care

« Commissary/exchange discounts

« Space-available travel on
government aircraft




4 Tax Treatment of Scholarship and Fellowship )
Payments'

Do not rely on this table alone. Refer to Publication 17 for complete details.

AND you are... THEN your payment is...
Not a
A degree degree

IF you use the payment for... candidate candidate Tax free? Taxable
Tuition X X

X X
Fees X X3

X X
Books X X3

X X
Supplies X X3

X X
Equipment X X3
Computers must be required for enroliment or
attendance.

X X
Room X X X
Board X X X
Travel X X X
Research X X X
Equipment and other expenses that are not
required for enrollment in or attendance at an X X X
eligible educational institution.

To determine the net taxable portion of the scholarship or grant, subtract the allowable tax-free items (see
Form 1098T for information regarding tuition paid and scholarships received). In TaxWise, link from the
appropriate box below line 7 to the worksheet to report the net amount. The net amount is taxable to the per-
son in whose name the scholarship was received.

2Payments used for any expenses indicated in this column are tax free only if the terms of the scholarship or
fellowship do not prohibit the expense.

D-3

3If required of all students in the course.
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Publication 4731

Form 1099-C issues.

Screening Sheet for Form 1099-C, Cancellation of Debt
NOTE: Only volunteers with a Cancellation of Debt Certification may assist taxpayers with

~

A

IRS

Instructions: Use this Screening Sheet to assist in identifying taxpayers with cancellation of debt issues that are within the
scope of the VITA/TCE Program.

» Use Part | for taxpayers with a Form 1099-C resulting from cancellation of debt on a home mortgage loan.

» Use Part Il for taxpayers with a Form 1099-C resulting from cancellation of credit card debt.

Part | - Home Mortgage Loan

step  Djd the taxpayer receive Form 1099-C, Cancellation of Debt, from their home mortgage YES - Go to Step 2
lender and is the information shown on the form correct? NO - Go to Step 6
P Did the taxpayer ever use the home in a trade or business or as rental property? YES — Go to Step 6
NO - Go to Step 3
step  Does box 3 of Form 1099-C show any interest or was box 6 checked to indicate bankruptcy?  YES — Go to Step 6
NOTE: If the bankruptcy box is not checked but the taxpayer has subsequently filed Ho-ERiwsck
bankruptcy, answer “yes”.
step  Ask the following questions to determine if the discharged debt is “qualified principal
residence indebtedness”:
a. Was the mortgage taken out to buy, build, or substantially improve the taxpayer’s princi- YES - Go to Step 4b
pal residence? (NOTE: A principal residence is generally the home where the taxpayer NO — Go to Step 6
lives most of the time. A taxpayer can have only one principal residence at any one time.)
b. Was the mortgage secured by the taxpayer’s principal residence? YES - Go to Step 4c
NO - Go to Step 6
c. Was any part of the mortgage used to pay off credit cards, purchase a car, pay for tuition, ~ YES — Go to Step 6
pay for a vacation, pay medical/dental expenses, or used for any other purpose other NO — Go to Step 4d
than to buy, build, or substantially improve the principal residence?
d. Was the mortgage amount more than $2 million ($1 million if Married Filing Separately)? YES — Go to Step 6
NO - Go to Step 5
step  The discharged debt is “qualified principal residence indebtedness.”
The Mortgage Forgiveness Debt Relief Act of 2007, as extended in the Emergency
Economic Stabilization Act of 2008, allows individuals to exclude from gross income any
discharges of “qualified principal residence indebtedness” made after 2006 and before 2013. The volunteer should
complete the applicable lines on Form 982, and file it with the taxpayer’s return. If the residence was disposed of, the
taxpayer also may be required to report the disposition (sale) on Form 8949 and Schedule D.
step  These tax issues are outside the scope of the volunteer program. The Additional Resources:

taxpayer may qualify to exclude all or some of the discharged debt. However, 0
the rules involved in the mortgage debt relief exclusions are complex. .

Refer the taxpayer to:
* www.irs.gov for the most up-to-date information

Publication 523, Selling your Home
Publication 525, Taxable and
Nontaxable Income

» Publication 4681, Canceled Debts,

Foreclosures, Repossessions, and

» The Interactive Tax Assistance (ITA) on www.irs.gov to answer tax law
questions. Type “ITA” in the key word search box.

* An IRS Representative: 1-800-829-1040
* An IRS Taxpayer Assistance Center (TAC) .

» The Taxpayer Advocate Service (TAS): 1-877-777-4778,
TTY/TDD 1-800-829-4059. TAS may help if the problem cannot be
resolved through normal IRS channels.

» A professional tax preparer

Abandonments
* Publication 4705, Overview of
Mortgage Debt Forgiveness
Form 982, Reduction of Tax Attributes
Due to Discharge of Indebtedness
(and Section 1082 Basis Adjustment)
and Instructions

/
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NOTE: Only volunteers with a Cancellation of Debt Certification may assist taxpayers with IRS
Form 1099-C issues.

Part Il - Credit Card Debt

step  Did the taxpayer receive Form 1099-C, Cancellation of Debt, or other documentation (if less YES - Go to Step 2
than $600) from a creditor and is the information shown on the form or document correct? NO - Go to Step 6
NOTE: The creditor is not required to issue a Form 1099-C if the canceled debt is under
$600. However, the taxpayer may be required to report the canceled debt as income regard-
less of the amount.

Py Was the credit card debt related to a business? YES - Go to Step 6

NO - Go to Step 3

step  Does box 3 of Form 1099-C show any interest or was box 6 checked to indicate bankruptcy? YES - Go to Step 6
NOTE: If the bankruptcy box is not checked but the taxpayer has subsequently filed bank- NO=EDDEELE
ruptcy, answer “yes”.

step Based on the interview with the taxpayer, was the taxpayer insolvent immediately before the YES - Go to Step 6
cancellation of the debt? NOTE: Insolvent means the taxpayer’s total liabilities were greater NO — Go to Step 5
than the fair market value of his/her total assets (including an interest in pension plans and
the value of retirement accounts). If the taxpayer is unsure, answer “yes.”

step  The cancellation of nonbusiness credit card debt (the amount in box 2 of Form 1099-C or an amount less than $600
provided in other documentation) must be reported as ordinary income on Form 1040, line 21 (Other Income). No
additional supporting forms or schedules are required for reporting income from canceled credit card debt.

step These tax issues are outside the scope of the volunteer program. The taxpayer may qualify to exclude all or some of

the discharged debt. However, the rules involved are complex.
Refer the taxpayer to:

* www.irs.gov for the most up-to-date information

* An IRS Representative: 1-800-829-1040

* An IRS Taxpayer Assistance Center (TAC)

+ The Taxpayer Advocate Service (TAS): 1-877-777-4778, TTY/TDD 1-800-829-4059. TAS may help if the problem
cannot be resolved through normal IRS channels.

» A professional tax preparer

/
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Health Saving Accounts (HSAs) Helpful Hints
References:

Publication 969
Form 8889 and Instructions
Do not rely on this document alone. Refer to HSA references to provide assistance.

How can | tell if the taxpayer has an HSA issue?

e The Intake/Interview sheet has the Yes or Unsure box checked (Life Events —Question #1)

* The taxpayer’s (or spouse’s) Form W-2 has a box 12 entry of code W for employer contributions. This triggers a
Form 8889 to be added to the forms tree in the tax software. [Caution — If the taxpayer elected to contribute to the
HSA through a section 125 (cafeteria) plan, this amount will be included in the box 12 entry. They are treated as
employer contributions and are not deductible.]

* The taxpayer (or spouse) has a Form 1099-SA with an X in box 5 showing distributions from an HSA.

* The taxpayer (or spouse) may receive Form 5498-SA for their HSA contributions. If taxpayers do not have this form
they can provide the information regarding HSA contributions based on their records.

What do | need to know about Form 8889, Health Savings Accounts?

Tax Software Tip: If you realize you need the Form 8889 to report HSA activity, and it does not show up in the forms
tree in the software, link to the Form 8889 from Form 1040, line 25.

Line 1 — Select the appropriate (HDHP) coverage for the taxpayer: self-only or family. This determines the maximum
HSA contribution limits.

Line 2 — Employee contributions are entered on Line 2. Contributions by relatives or friends are considered to be made
by the taxpayer. Do not include employer contributions on this line.
The account holder needs to tell us how much was put in the HSA, because they might not have received the
Form 5498-SA by the time they’re preparing their tax return. Form 8889 will calculate when there are excess
contributions. Caution: If excess not withdrawn by due date of return then it is out-of-scope; refer to
professional tax preparer.

Line 6 — Usually the same as the Line 5 calculated by tax software. Taxpayers need to know whose name is on the

HSA account (taxpayer or spouse). There is no such thing as a “joint HSA account”. If both taxpayer and
spouse have HSAs, and had family coverage under an HDHP, refer to the Instructions for line 6. On tax
software check Help option to see the Form 8889 Instructions.

Line 7 — Age 55 or older, look up “catch up” contribution limits in Form 8889 Instructions.

Line 14a — Enter HSA distributions here. Ask the taxpayer for Form 1099-SA, with the HSA box checked. If not an HSA
distribution, refer to professional tax preparer.

Line 15 — If all distributions were used for unreimbursed qualified medical expenses, enter the same amount as Line 14a.
Remember over-the-counter medicines without a prescription (except for insulin) are no longer qualified
medical expenses for HSAs. Taxpayers cannot take a deduction on Schedule A (Form 1040) for any amount
included on line 15.

Lines 16, 17b — If HSA distributions were not used for qualified medical expenses these lines must be completed. The
tax software auto calculates these lines, if applicable.

Line 17a — If taxpayer meets one of the exceptions to the additional 20% tax, check the box on line 17a. Exceptions are:
age 65, disability, or death.
See Form 8889 instructions for more information on the exceptions to the additional tax.

Lines 18-22 (Part lll) — Out-of-scope.

K Health Savings Accounts (HSAs) Helpful Hints /




NOTE: Only volunteers with Health Savings Account Certification may assist taxpayers

K' T s Publication 4885
" Screening Sheet for Health Savings Accounts (HSASs)
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with HSA issues.

@\
IRS

Instructions: This Screening Sheet will help you identify HSA issues that are within the scope of the VITA/TCE program. Use
the Determine HSA Eligibility section to determine if taxpayer is eligible for an HSA; use Part | for contributions/deduction; use

Part 1l for distributions. References: Publication 969, Form 8889 and Instructions

Determine HSA Eligibility (To set up an HSA or make contributions to an HSA)

TO QUALIFY: An individual must meet ALL the following requirements:

* Be covered under a high deductible health plan (HDHP) on the first day of any month of the year.

» Have no other health coverage except for allowable “other health coverage.” (Publication 969, “Other health coverage”)

* Not be claimed as a dependent on someone else’s tax return. (Publication 969, “Qualifying for an HSA”)

* Not be covered by Medicare (but the individual can be HSA eligible for the months before being covered by Medicare)

NOTE: If the taxpayer does not qualify, but contributions have been made to an HSA, the taxpayer should be referred to a

professional tax preparer.

PART | - HSA Contributions and Deduction

step  If eligible, were contributions made to an HSA?

YES - Complete Form 8889, Part, |,
lines 1 and 2. Go to Step 2.

NO - STOP.

step  Was the taxpayer enrolled in the same HDHP coverage for the entire year?
(Answer Yes, if last-month rule applies, and see Form 8889 Instructions)

Caution: If line 2 is more than line 13, the taxpayer must withdraw the excess
contribution to avoid an additional tax. If the excess is not timely withdrawn, refer the
taxpayer to a professional tax preparer. (Refer to Form 8889 Instructions, line 13).

YES — Complete Form 8889, Part |,
lines 3-13.

FOR YES AND NO: Lines 4 and 10
are out of scope.

NO — Complete line 3 using the
Limitation Chart and Worksheet in
the Instructions for Form 8889. Then
complete the remainder of Part I.

PART Il - HSA Distributions

step  Did the taxpayer receive distributions from the HSA trustee (whether or not
Form 1099-SA received)?

YES — Complete Form 8889 Part I,
Line 14a, 14b, if applicable, and 14c.
Go to Step 2.

NO — STOP, do not complete Part II.

step Did the taxpayer use all or part of the distribution to pay or get reimbursed
for qualified medical expenses in 2011 that were incurred after the HSA was
established and were for qualified persons?

YES — Enter the amount on line 15
and complete line 16. Go to Step 3.

NO — Enter zero on line 15 and
complete line 16. Go to Step 3.

step  If any part of the distribution is taxable, was the distribution made after the
taxpayer died, became disabled or turned 657

YES — Check box on line 17a and
complete 17b.

NO — Taxpayer will be subject to an
additional 20% tax.

Publication 4885 (9-2011) Catalog Number 55732V Department of the Treasury Internal Revenue Service www.irs.gov
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Alimony Requirements

o

(Instruments Executed After 1984)

Payments ARE alimony if all of the
following are true:

Payments are required by a divorce or
separation instrument.

return with each other.

Payment is in cash (including checks or
money orders).

as not alimony.

divorce or separate maintenance are not
members of the same household.

recipient spouse.

Payment is not treated as child support.

Payer and recipient spouse do not file a joint

Payment is not designated in the instrument

Spouses legally separated under a decree of

Payments are not required after death of the

Payments are NOT alimony if any of the
following are true:

Payments are not required by a divorce or
separation instrument.

Payer and recipient spouse file a joint return
with each other.

Payment is:

Not in cash,

® A noncash property settlement,

e Spouse’s part of community income, or
e To keep up the payer’s property.

Payment is designated in the instrument as
not alimony.

Spouses legally separated under a decree of
divorce or separate maintenance are
members of the same household.

Payments are required after death of the
recipient spouse.

Payment is treated as child support.

and includible in income by the recipient.

These payments are deductible by the payer

These payments are neither deductible by the
payer nor includible in income by the recipient.

4uition and Fees Deduction at a Glance

~

Do not rely on this table alone. Refer to the text for complete details.

Question

Answer

What is the maximum benefit?

You can reduce your income subject to tax by up to $4,000.

Limit on modified adjusted gross income (MAGI)

$160,000 if married filing joint return; $80,000 if single, head of
household, or qualifying widow(er)

Where is the deduction taken?

As an adjustment to income on Form 1040.

For whom must the expenses be paid?

A student enrolled in an eligible educational institution who is
either:

* you,

* your spouse, or

e your dependent for whom you claim an exemption.

What tuition and fees are deductible?

N

Tuition and fees required for enroliment or attendance at an
eligible postsecondary educational institution, but not including
personal, living or family expenses, such as room and board. /
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a Effect of Modified AGI' on Traditional IRA Deduction if You )
Are Covered by Retirement Plan at Work

If you are covered by a retirement plan at work, use this table to determine if
your modified AGI affects the amount of your deduction.

IF your filing status is... | AND your modified AGl is... THEN you can take...

single $56,000 or less a full deduction.

or more than $56,000 a partial deduction.
but less than $66,000

head of household $66,000 or more no deduction.

married filing jointly $90,000 or less a full deduction.

or more than $90,000 a partial deduction.
but less than $110,000

qualifying widow(er) $110,000 or more no deduction.

married filing less than $10,000 a partial deduction.

separately? :
$10,000 or more no deduction.

"Modified AGI (adjusted gross income).
2If you did not live with your spouse at any time during the year, your filing status is considered Single for this purpose
k(therefore, your IRA deduction is determined under the “Single” column).

( Effect of Modified AGI' on Traditional IRA Deduction if You \
Are NOT Covered by Retirement Plan at Work

If you are not covered by a retirement plan at work, use this table to determine
if your modified AGI affects the amount of your deduction.

IF your filing status is... AND your modified AGl is... THEN you can take...

single, any amount a full deduction.
head of household, or
qualifying widow(er)

married filing jointly or any amount a full deduction.
separately with a spouse who is
not covered by a plan at work

married filing jointly with a $169,000 or less a full deduction.
spouse who is covered by a plan : :
at work more than $169,000 a partial deduction.
but less than $179,000
$179,000 or more no deduction.
married filing separately with a less than $10,000 a partial deduction.
spouse who is covered by a plan ;
at workz2 $10,000 or more no deduction.

"Modified AGI (adjusted gross income).
2You are entitled to the full deduction if you did not live with your spouse at any time during the year. )

Note: TaxWise automatically calculates the deduction limits



@ Student Loan Interest Deduction at a Glance
Caution: This table is only an overview of the rules. For details, see Publication 17.

~

Feature Description
Maximum benefit You can reduce your income subject to tax by up to $2,500.
Loan qualifications Your student loan:

e must have been taken out solely to pay qualified education expenses, and
e cannot be from a related person or made under a qualified employer plan.

Student qualifications The student must be:

® you, your spouse, or your independent, and

¢ enrolled at least half-time in a degree program.
¢ a dependent when the loan was made

Time limit on deduction You can deduct interest paid during the remaining period of your
student loan.

Chaseout The amount of your deduction depends on your income level.

( Effect of MAGI' on Student Loan Interest Deduction

IF your filing AND your MAGI is... THEN your student loan interest deduction
status is... is...
single, head of less than $60,000 not affected by the phaseout.
household, or
culliine wislenies more than $60,000 but less than $75,000 reduced because of the phaseout.
$75,000 or more eliminated by the phaseout.
married filing joint less than $120,000 not affected by the phaseout.

return

more than $120,000 but less than $150,000 reduced because of the phaseout.

$150,000 or more eliminated by the phaseout.

Deduction Worksheet in Form 1040 or Form1040A instructions. However, if you are filing Form 2555, 2555-EZ, or
4563, or you are excluding income from Puerto Rico, you must complete Worksheet 4-1 in Publication 970. When

anWise will calculate the deduction based on the filing status and income limits.

Student Loan Interest Deduction Worksheets: Generally, you figure the deduction using the Student Loan Interest

using TaxWise, link from the Form 1040 to 1040 Worksheet 2 and enter the amount of the student loan interest paid.

/

"MAGI (modified adjusted gross income)
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Travel Expenses

This chart summarizes expenses you can deduct when you travel away from home
for business purposes.

~

IF you have
expenses for...

THEN you can deduct the cost of...

transportation

travel by airplane, train, bus, or car between your home and your
business destination. If you were provided with a ticket or you are
riding free as a result of a frequent traveler or similar program, your
cost is zero. If you travel by ship, see Luxury Water Travel and Cruise
Ships (under Conventions) for additional rules and limits.

taxi, commuter
bus, and airport

fares for these and other types of transportation that take you between:
e The airport or station and your hotel, and

limousine e The hotel and the work location of your customers or clients, your
business meeting place, or your temporary work location.

baggage and sending baggage and sample or display material between your regular

shipping and temporary work locations.

car operating and maintaining your car when traveling away from home on

business. You can deduct actual expenses or the standard mileage
rate, as well as business-related tolls and parking. If you rent a car
while away from home on business, you can deduct only the business-
business-use portion of the expenses. Important note: The actual
expense method is out of scope for the VITA/TCE program. If the

taxpayer is using actual expenses for car expenses, refer the taxpayer
to a professional tax preparer.

lodging and meals

your lodging and meals if your business trip is overnight or long
enough that you need to stop for sleep or rest to properly perform your
duties. Meals include amounts spent for food, beverages, taxes, and
related tips. See Meals for additional rules and limits.

N

cleaning dry cleaning and laundry.

telephone business calls while on your business trip. This includes business
communication by fax machine or other communication devices.

tips tips you pay for any expenses in this chart.

other other similar ordinary and necessary expenses related to your

business travel. These expenses might include transportation to or
from a business meal, public stenographer’s fees, computer rental
fees, and operating and maintaining a house trailer. /




Deductible Entertainment Expenses
When Are Entertainment Expenses Deducted?

General rule

You can deduct ordinary and necessary expenses to entertain a client,
customer, or employee if the expenses meet the directly-related test or
the associated test.

Definitions

e Entertainment includes any activity generally considered to provide
entertainment, amusement, or recreation, and includes meals
provided to a customer or client.

® An ordinary expense is one that is common and accepted in your
trade or business.

® A necessary expense is one that is helpful and appropriate.

Tests to be met

Directly-related test

e Entertainment took place in a clear business setting, or

e Main purpose of entertainment was the active conduct of business,
and
You did engage in business with the person during the entertainment
period, and
You had more than a general expectation of getting income or some
other specific business benefit.

Associated test

e Entertainment is associated with your trade or business, and

e Entertainment directly before or after a substantial business
discussion.

Other rules

® You cannot deduct the cost of your meal as an entertainment
expense if you are claiming the meal as a travel expense.

® You cannot deduct expenses that are lavish or extravagant under the
circumstances.

® You generally can deduct only 50% of your unreimbursed
entertainment expenses (see 50% Limif).

/
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d 50% Limit

Table 3. Does the 50% Limit Apply to Your Expenses?
There are exceptions to these rules. See Publication 463 for additional guidance.

~

All employees and self-employed persons can use this chart.

Start Here

Were your meal and entertainment expenses reimbursed?
(Count only reimbursements your employer did not
include in box 1 of your Form W-2. If self-employed,
count only reimbursements from clients or customers that No
are not included on Form 1099-MISC, Miscellaneous
Income.)

Yes

If an employee, did you adequately account

to your employer under an accountable plan?
If self-employed, did you provide the payer No
with adequate records? (See chapter 6.)

Yes

Did your expenses exceed the reimbursement?
No Yes

, v

For the amount reimbursed... For the excess amount...

Your meal and entertainment

expenses are NOT subject to Your meal and

the 50% limit. However, since entertainment expenses

—»( the reimbursement was not ARE subject to —
treated as wages or as other the 50% limit.*

taxable income, you cannot

deduct the expenses.

N J

*50% limit for most taxpayers; 80% for those subject to Department of Transportation hours of
service. See Publication 463 for more information.
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Deductible Transportation Expenses
Most employees and self-employed persons can use this chart.

(Do not use this chart if your home is your principal place of business.)

Temporary
work location

deductible

Never deductible
< >

Always
deductible

Regular or
main job

Second job

Home: The place where you reside. Transportation expenses between your home and
your main or regular place of work are personal commuting expenses.

Regular or main job: Your principal place of business. If you have more than one job,
you must determine which one is your regular or main job. Consider the time you
spend at each, the activity you have at each, and the income you earn at each.

Temporary work location: A place where your work assignment is realistically
expected to last (and does in fact last) one year or less. Unless you have a regular
place of business, you can only deduct your transportation expenses to a temporary
work location outside your metropolitan area.

Second job: If you regularly work at two or more places in one day, whether or not
for the same employer, you can deduct your transportation expenses of getting from
one workplace to another. If you do not go directly from your first job to your second
job, you can only deduct the transportation expenses of going directly from your first
job to your second job. You cannot deduct your transportation expenses between
your home and a second job on a day off from your main job.

F-4
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Recordkeeping

How to Prove Certain Business Expenses

If you have
expenses for ...

THEN you must keep records that show details of the following elements . . .

Amount

Time

Place or
Description

Business Purpose
Business Relationship

Travel

Cost of each
separate expense
for travel, lodging,
and meals. Incidental
expenses may be
totaled in reasonable
categories such as
taxis, fees and tips,
etc.

Dates you left
and returned
for each trip
and number of
days spent on
business.

Destination or area
of your travel (name
of city, town, or other
designation).

Purpose: Business purpose for the
expense or the business benefit
gained or expected to be gained.

Relationship: N/A

Entertainment

Cost of each
separate expense.
Incidental expenses
such as taxis,
telephones, etc., may
be totaled on a daily
basis.

Date of
entertainment.
(Also see
Business
Purpose.)

Name and address
or location of place of
entertainment. Type
of entertainment if not
otherwise apparent.
(Also see Business
Purpose.)

Gifts

Cost of the gift.

Date of the gift.

Description of the gift.

Purpose: Business purpose for the
expense or the business benefit
gained or expected to be gained.
For entertainment, the nature of the
business discussion or activity. If the
entertainment was directly before
or after a business discussion: the
date, place, nature, and duration of
the business discussion, and the
identities of the persons who took
part in both the business discussion
and the entertainment activity.

Relationship: Occupations or other
information (such as names, titles,
or other designations) about the
recipients that shows their business
relationship to you.

For entertainment, you must also
prove that you or your employee was
present if the entertainment was a
business meal.

Transportation

Cost of each
separate expense.
For car expenses,
the cost of the

car and any
improvements, the
date you started
using it for business,
the mileage for each
business use, and
the total miles for the
year.

Date of the
expense. For
car expenses,
the date of the
use of the car.

Your business
destination.

Purpose: Business purpose for the
expense.

Relationship: N/A
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Persons Not Eligible for the Standard Deduction

Interview Tips

interview Certain taxpayer situations do not qualify for the standard deduction. These interview tips will as-

tips sist you in determining if the taxpayer’s standard deduction is zero or if they should itemize their
deductions.
step Is your filing status married filing If YES, go to Step 2.
separately? If NO, go to Step 3.
step Is your spouse itemizing deductions? If YES, go to Conclusion 2.

e

If NO, go to Step 3.

step

©

Are you a dual status alien or a If YES, go to Conclusion 2.
nonresident alien? If NO, go to Conclusion 1.

Con

clusion 1: Based on the information provided, you may take either the standard or itemized

deduction.

Con

clusion 2: Based on the information provided, you generally do not qualify for the standard

\ deduction. See Publication 519, U.S. Tax Guide for Aliens, for more information

/

/

@ Exhibit 1 — Standard Deduction for Most People*

This table provides the standard deduction amounts for tax year 2011.

If the taxpayer’s filing status is... ggg& C“?[,I[gmgrd
Single or married filing separate return $5,800
Married filing joint return or qualifying $11.600
widow(er) with dependent child ’

Head of household $8,500

*Do not use this chart if the taxpayer was born before January 2, 1947, is blind, if someone else can
claim an exemption for the taxpayer (or their spouse if married filing jointly).

~
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/ Exhibit 2 — Standard Deduction Chart for People Born

Before January 2, 1947 or Who Are Blind*

Check the correct number of boxes below. Then go to the chart.

You Born before January 2, 1947 [] Blind| |
Your spouse, if claiming Born before January 2, 1947 l:l Blind D
spouse’s exemption
Total number of boxes you checked
AND the number in the box THEN your standard
If your filing status is... above is... deduction is...
Single 1 $7,250
) $8,700
Married filing joint return or Qualifying 1 $12,750
widow(er) with dependent child 5 $13.900
3 $15,050
4 $16,200
Married filing separate return 1 $6,950
2 $8,100
3 $9,250
4 $10,400
Head of household 1 $9,950
2 $11,400

Do not use this chart if someone can claim you, or your spouse if filling jointly, as a dependent.

N
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interview

tips

Interview Tips — ltemized Deductions

These interview tips will assist you in determining whether a taxpayer’s itemized deductions are
more than their standard deduction amount. It may be more advantageous for a taxpayer to
itemize their deductions if the amount is larger than the allowable standard deduction amount.

~

Do you have expenses in the following categories: medical
and dental expenses, taxes you paid, home mortgage
interest you paid, mortgage insurance premiums you paid,
gifts to charity, job expenses, and certain miscellaneous
deductions?

Note: Casualty and theft losses and some miscellaneous
deductions are beyond the scope of VITA/TCE.

If YES, go to Step 2.

If NO, generally speaking, you
should take the standard deduction
if eligible. For further explanation
see exceptions in Publication 17,
Standard Deduction chapter.

step

Were the medical and dental expenses paid by an employer
under a pre-tax plan (not included in box 1 of the customer’s
Form W-2) or were the expenses reimbursed by an
insurance company?

If YES, you cannot deduct

reimbursed expenses. Go to Step 4.

If NO, you can claim these
expenses. Go to Step 3.

Were the medical and dental expenses more than 7.5% of
your adjusted gross income?
Note: You can include medical and dental bills you paid for:

B Yourself and your spouse
H All dependents you claim on your return

B Your child whom you do not claim as a dependent
because of the rules for children of divorced or
separated parents

Il Any person you could have claimed as a dependent on
your return unless that person received $3,700 or more
of gross income or filed a joint return

I Any person you could have claimed as a dependent
unless you, or your spouse if filing jointly, can be
claimed as a dependent on someone else’s 2011
return.

If YES, you can claim qualified
expenses. Go to Step 4.
If NO, you cannot deduct these
expenses. Go to Step 4.

step

Were the following taxes you paid imposed on you: state,
local or foreign income taxes, real or personal property
taxes?

If YES, go to Step 5.

If NO, you cannot claim this
expense as a deduction because
you were not obligated to pay the
taxes. Go to Step 6.

Did you pay these taxes during this tax year?

If YES, you can claim these
expenses and go to Step 6.

If NO, you cannot deduct taxes for
this year that were paid in another
year. Go to Step 6.

step

Are you legally liable for a home mortgage loan?

If YES, go to Step 7.

If NO, you cannot take an interest
expense for a mortgage for which
you are not legally liable. Go to
Step 12.

/
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tips

~

Interview Tips — ltemized Deductions (continued)

interview

Was the mortgage a secured debt on a
main or second home?

If YES, go to Step 8.
If NO, you cannot take an interest expense. Go to Step
11.

15

expenses more than 2% of your (and your
spouse’s if married filing jointly) adjusted
gross income?

steo  Did you pay the mortgage interest in this If YES, go to Step 9.
tax year? If NO, you cannot take the mortgage interest
deduction. Go to Step 11.
steo  Did you take out your mortgage on or If YES, your mortgage interest is fully deductible. Go
before October 13, 19877 to Step 10.
If NO, follow the is my Home Mortgage Interest Fully
deductible flowchart in Publication 17 to determine
what is deductible. Go to Step 11.
step Did you pay premiums in 2011 for qualified If YES, you can take a deduction for qualified
mortgage insurance for a home acquisition mortgage insurance as home mortgage interest within
debt that was issued after 20067 the AGI income limitations.
If NO, you cannot take a deduction for qualified
mortgage insurance as home mortgage interest.
step  Did you pay points to obtain a home mortgage If YES, follow the Are My Points Fully Deductible
(on a main home or second home or home This Year flowchart in Publication 17 and then go to
improvement loan or to refinance your home)? Step 12.
If NO, go to Step 12.
step Did you make a cash contribution to a If YES, you must have a written receipt from
qualified organization? that particular organization, and then go to Step 13.
If NO, go to Step 13.
step  Did you make a noncash donation to a If YES, advise the taxpayer that generally he or
qualified organization? she must have a written receipt from that particular
Note: Generally fair market value is used to CHERIEZEIEN. EO1 SiEp .
. . If NO, Go to Step 15.
determine the value of a donation.
step  |s the total of all noncash donations $500 If YES, see Publication 17 for more details.
or less? If NO, this is beyond the scope of VITA/TCE. Refer
Note: If more than $500, refer taxpayer to a taxpayer to a professional tax preparer.
professional tax preparer.
steo Do you have any employee or investment If YES, report the expenses on Schedule A, Job

Expenses and Certain Miscellaneous Deductions.
If NO, your employee and investment expenses are
not deductible.

If the total itemized deduction is more than the standard deduction, carry the total to the appropriate line
Qf Form 1040.

J
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/ Child and Dependent Care Credit Expenses A

Probe/Action: To determine if a taxpayer qualifies for the Credit for Child and
Dependent Care Expenses, ask the taxpayer for information from the decision
tree on the next page.

Who is a qualifying person?

* A qualifying child who is under the age of 13 when the expenses were
incurred and for whom a dependency exemption can be claimed*

* Any person who is physically or mentally incapable of self-care whom the
taxpayer can claim as a dependent or could have claimed as a dependent
except that the person had gross income of more than $3,700 or filed a
joint return or that the taxpayer or spouse, if married filing jointly, could be
claimed as a dependent on someone else’s 2011 return.

* A spouse who is physically or mentally incapable of self-care and lived with
the taxpayer for more than half the year.

See Publication 17, Child and Dependent Care Credit for special rules
regarding divorced or separated parents or parents who live apart.

Qualified work-related expenses

* Expenses must be paid for the care of the qualifying person to allow the
taxpayer and spouse, if married to work or look for work.

* The care includes the costs of services for the qualifying person’s well-being
and protection.

N J

“Refer to the tables on page C-3 for the rules governing who may be claimed as a dependent.

Caution: Only the custodial parent may claim the child and dependent care credit even if the
child’s exemption is being claimed by the non-custodial parent under the rules for
divorced & separated parents.

Caution: If Dependent Care Benefits are listed in Box 10 of a W2, then the taxpayer MUST
complete Form 2441. If Form 2441 is not completed, the Box 10 amount is entered
on Line 7 of the 1040 as taxable income.
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/Credit for Child & Dependent Care Expenses — Decision Tree

Can You Claim the Child and Dependent Care Credit

Start Here
Was the care for one or more qualifying persons? L>
See prior page for definition.
¢ Yes
No

Did you1 have earned income during the year? —P

¢ Yes

Did you pay the expenses to allow you' to work or look for work? No >
See prior page for qualifying expenses.

¢ Yes

Were your payments made to someone you or your spouse could Yes )
claim as a dependent?
¢ No

Were your payments made to your spouse or to the parent of your Yes >
child who is your qualifying person?

I~

Were your payments made to your child who was under the age of | Yes >
19 at the end of the year?

¢ No
No

Are you single? » \ 4

Are you filing a joint return?

Yes
Yes ¢ No
No

Do you meet the requirements )

to be considered unmarried?

¢ Yes

Do you know the care provider’s name, v
address, and identifying number?

¢ No
No

v Did you make a reasonable effort to get this >
information? (See Due diligence.)

¢ Yes

Did you have only one qualifying person and Yes

——P» exclude or deduct at least $3,000 of dependent —P»|

care benefits?
y o v

You CAN claim the child and dependent You CANNOT claim the child
care credit. Fill out Form 2441 and dependent care credit.?

Yes

' This also applies to your spouse, unless your spouse was disabled or full-time student.
2 If you had expenses that met the requirements for 2010, except that you did not pay them until 2011, you may be
\ able to claim those expenses in 2011. /
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Education Credits

Probe/Action: To determine if a taxpayer qualifies for the Education Credit.

Comparison of Education Credits

American Opportunity Credit

Lifetime Learning Credit

Up to $2,500 per eligible student

Up to $2,000 credit per return

Available for first 4 years of post secondary
education, cannot be claimed more than 4 tax
years

Available for all years of post secondary
education and for courses to acquire or improve
job skills

Forty percent (.40) of the credit is refundable’
(Up to $1,000 even if no taxes are owed)

Non refundable credit

Student must be pursuing an undergraduate
degree or other recognized education credential

Student does not need to be pursuing a degree
or other recognized education credential

Student must be enrolled at least half time for at
least one academic period beginning during the
year

Available for one or more courses

No felony drug conviction on student’s record

Felony drug conviction rule does not apply

Credit is reduced if modified AGI is between
$80,000 and $90,000 ($160,000 and $180,000 if
married filing jointly)

Credit is reduced if modified AGI is between
$50,000 and $61,000 ($100,000 and $122,000
if married filing jointly)

student.

Who Can Claim the Credit?
* Taxpayers who paid qualified educational expenses of higher education for an eligible

* Taxpayers who paid the education expenses for a student enrolled at or attending an eligible
educational institution. (to determine if eligible, see http://ope.ed.gov/accreditation)

* The eligible student is either the taxpayer, taxpayer’s spouse or a dependent for whom the
taxpayer can claim as a dependent on the tax return.

Note: Qualified education expenses paid by a dependent for which an exemption is claimed,
or by a third party for that dependent, are considered paid by the taxpayer. If a student is
NOT claimed as a dependent (even if eligible to be claimed), only the student can claim
an education credit no matter who paid the expenses. Anyone paying the expenses
(even directly to the institution) are considered to have given a gift to the student who in
turn is treated as having paid the expenses.

N

" None of the credit is refundable if (1) the taxpayer claiming the credit is (a) under age 18 or (b) age 18 at the end of
the year, and their earned income was less than one-half of their own support or (c) a full time student over 18 and
under 24 and their earned income was less than one-half of their own support; and (2) the taxpayer has at least one
living parent, and; (3) the taxpayer does not file a joint return
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Education Credits (Continued)

Probe/Action: To determine if a taxpayer qualifies for the Education Credit.

Who Can Claim a Dependent’s Expenses?

If the taxpayer... Then only...
Claims an exemption on the return for a The taxpayer can claim the credit based on that
dependent who is an eligible student dependent’s expenses. The dependent cannot

claim the credit.

Does not claim the exemption on the tax return | The dependent can claim the credit. The
taxpayer cannot claim the credit based on the
dependent’s expenses.

Who Cannot Claim the Credit?

* Married filing separate filing status
* Taxpayers listed as a dependent on another person’s tax return
* Taxpayers whose modified AGl is more than the allowable income limits

e Taxpayer (or the spouse) was a nonresident alien for any part of the tax year and the
nonresident alien did not elect to be treated as a resident alien for tax purposes

What Expenses Qualify?

* Expenses paid for an academic period starting in 2011 or the first 3 months of 2012
* Expenses not refunded when the student withdraws from class
e Expenses paid with the proceeds from a loan

What are Qualifying Expenses?

* The term “qualified tuition and related expenses” has only been expanded for the American
opportunity credit to include expenditures for course materials. For this purpose, course
materials are books, supplies, and equipment needed for a course of study whether
or not the materials are purchased from the educational institution as a condition of
enrollment or attendance. However, whether an expenditure for a computer qualifies for
the credit depends on the facts. An expenditure for a computer would qualify for the credit
if the computer is needed as a condition of enroliment or attendance at the educational
institution.

What is Tax-free educational assistance?

* Tax-free parts of scholarships and fellowships

* Pell grants (see chapter 1 of Publication 970)

* Employer-provided educational assistance (see Publication 970)
* Veterans’ educational assistance

* Any other nontaxable payment (other than gifts or inheritances) received as educational
assistance

Note: If qualified education expenses are paid with certain tax free funds, the taxpayer cannot
claim a credit for those amounts. The taxpayer must reduce the qualified education
expenses by the amount of any tax-free educational assistance received.

N /
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(" Credit for the Elderly or the Disabled — Decision Tree N

Use the following chart to determine if the taxpayer is eligible for the Credit for the
Elderly or the Disabled:

Figure A. Are You a Qualified Individual?

Did you live with your spouse Yes
at any time during the year? <+
Answer “No” if you qualify to
be considered unmarried and
file as Head of Household. No

No
+ Yes Yes
|

Were you married at the end of the tax year? | «—— Start Here

Are you filing a joint No |Are you a U.S. citizen or resident alien?’
return with your spouse?
i Yes
No
Were you 65 or older at the end of | YeS
the tax year? ¢
You are not a PE—
qualified individual LNO You are a qualified
and cannot take the No : individual and may
credit for the elderly Are you rgt_lred on permanent and be able to take the
or the disabled. total disability? credit for the elderly
A i Yes or the disabled
unless your income
< Yes | pid you reach mandatory retirement gg:ﬁzd;the limits. in
age before this year??
LNO
No | bid you receive taxable disability | YeS
benefits this year?

'If you were a nonresident alien at any time during the tax year and were married to a U.S. citizen or resident alien at the end of the tax year,
see U.S. Citizen or Resident Alien under Qualified Individual. If you and your spouse choose to treat you as a U.S. resident alien, answer “yes”
to this question.

?Mandatory retirement age is the age set by your employer at which you would have been required to retire, had you not become disabled.

Figure B. Income Limits

THEN, even if you qualify (see Figure A), you CANNOT take the credit if . . .
OR the total of your nontaxable
Your adjusted gross income social security and other
(AGI)* is equal to or more nontaxable pension(s) is
IF your filing status is . . . than... equal to or more than . ..
single, head of household, or $17,500 $5,000
qualifying widow(er) with
dependent child
married filing a joint return $25,000 $7,500
and both spouses qualify in
Figure A
married filing a joint return $20,000 $5,000
and only one spouse qualifies
in Figure A
married filing a separate return $12,500 $3,750

* AGlI is the amount on Form 1040A, line 22, or Form 1040, line 38.

Tax Software Hint: The software will calculate the credit and complete the Schedule R if
the date of birth is provided. Be sure to include the taxpayer’s total social security benefits,
K regardless of the taxability, to ensure the correct calculation of the credit. /
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(" Retirement Savings Contributions Credit — Decision Tree )

To determine if a taxpayer qualifies for the Credit for Qualified Retirement Savings
Contributions, review the return information and ask the taxpayer the following:

Did you make a contribution or elective
deferral to an IRA or other qualified plan =

for 201171 = NO
YES ¢ \
Is AGI $28,250 or less ($42,375 if head of NO\

. e "
household, $56,500 if married filing jointly)? Not qualified
YES ¢ for credit

Were you born before January 2, 19947 NO /
YES vy

Can you be claimed as a dependent on > VES

someone else’s tax return? g
NO Y

Were you a full-time student? during 2011? p——> YES

NO  /

Y

\J

Qualified for credit

" Plans that qualify are listed in the Chapter 37 of Publication 17. Answer yes if qualifying IRA contributions are made in
2012 for tax year 2011 by the due date of the 2011 tax return.

2 See Publication 17 for definition of full-time student.

Note: Distributions from a military retirement plan do not reduce the taxpayer’s Qualified Retirement Savings Contribution.
The military retirement plan is a noncontributory plan that does not allow any contributions by the military employee. In
addition do not reduce the taxpayer’s contribution by any distributions of dividends paid on stock held by an employee
stock ownership plan under section 404(k). See Form 8880 Instructions for more information.

Important Reminders for Retirement Savings Contributions Credit

* Be sure to look at the taxpayer’'s Form(s) W-2. An entry in box 12 or an “X” in the Retirement
box is an indicator that the taxpayer may be eligible for this credit. A full description of all codes
used in box 12 can be found in Instructions for Forms W-2 and W-3.

* An entry in box 14 on the W-2 may also indicate a contribution to a state retirement system.
Caution: If these are treated as employer contributions they are not eligible for the credit. See
Form W-2 Instructions.

* When using tax software, remember to key in all entries as they appear on the Form W-2.

* A contribution to a traditional or Roth IRA may also qualify for this credit, but may not appear
on any taxpayer document. Remember to review the expenses section on page 2 of the Intake
and Interview Sheet and ask the taxpayer if he or she made any IRA contributions.

 Distributions can reduce the eligible contributions for this credit. A current tax year distribution
is reported on a Form 1099-R. However, you must remember to ask the taxpayer if they
received distributions in the two preceding tax years or will receive a distribution before the due
date of the tax return, as they may not bring this documentation to the tax site.

\. Complete Form 8880 to claim this credit. /
G-6




G-7

/ Child Tax Credit

Use the worksheet in Form 1040 Instruction booklet.

This is a credit intended to reduce the tax. This part of the credit is not refundable. The
credit is up to $1,000 per qualifying child.

Qualifying child:

1. Under age 17 at the end of the tax year.

2. A U.S. citizen or U.S. national* or resident of the United States.
3. Claimed as your dependent.**

4. Your:

a. son or daughter, adopted child, stepchild, eligible foster child, or a descendant of
any of them

b. brother, sister, half brother, half sister, stepbrother, stepsister, or a descendant of
any of them (for example, your niece or nephew) if you care for the individual as
your own child.

5. Did not provide over half of his or her own support.

6. Lived with the taxpayer for more than half of the tax year. (See Interview Tips for
Child Tax Credit for Exception to Time Lived with You section if the child did not
live with the taxpayer for more than half the year.)

* National is an individual who, although not a U.S. citizen, owes his or her allegiance to the United States. U.S. nationals
include American Samoans and Northern Mariana Islanders who chose to become U.S. nationals instead of U.S. citizens.

**Refer to the tables on page C-3 for the rules governing who may be claimed as a dependent.

N J

Caution: If the taxpayer is able to claim the dependent under the rules for divorced and separated parents,
he or she is the only parent entitled to claim the child tax credit or additional child tax credit.

4 )
Additional Child Tax Credit — General Eligibility

The child tax credit is generally a nonrefundable credit; however, certain taxpayers may
be entitled to a refundable additional child tax credit.

e Taxpayers with more than $3,000 of taxable earned income may be eligible for the
additional child tax credit regardless of the number of qualifying children.

* Taxpayers with three or more children may also be eligible for additional child tax
credit regardless of their income.

Form 8812 is used to calculate the allowable additional child tax credit.

See Tab A, Exemption, and the worksheet in the instruction booklets for additional
information (including definitions and special rules relating to an adopted child, foster

thld, or qualifying child of more than one person).

/




Child Tax Credit

jo

(Remember to apply the steps for each child.)

following notes below the chart:
e Exception to Time Lived with You
e Kidnapped Child

interview .
tips Probe/Action: Ask the taxpayer:
step Is this child your son, daughter, adopted child, stepchild, foster If YES, go to Step 2.
o child, brother, sister, half brother, half sister, stepbrother, If NO, you cannot claim the child
stepsister, or a descendant of any of them (for example, your tax credit for this child. STOP if the taxpayer has
grandchild, niece, or nephew)? A descendant is of any generation. no other children.
step Is this child under age 17 at the end of the tax year? If YES, go to Step 3.
9 If NO, you cannot claim the child
tax credit for this child. STOP if the taxpayer has
no other children.
step Did the child provide over half of his or her own support for the If NO, go to Step 4.
e tax year? If YES, you cannot claim the child
tax credit for this child. STOP if the taxpayer has
no other children.
step Did the child live with you for more than half of the tax year? If YES, go to Step b.

If the child did not live with you for the required time, see the

e Children of Divorced or Separated or Parents who live apart.

If NO, you cannot claim the child
tax credit for this child. STOP if the taxpayer has
no other children.

first-time homebuyer credit, Form 8859.

step Is this child a U.S. citizen, U.S. national, or resident of the If YES, go to Step 6.
United States? If NO, you cannot claim the child
Note: A national is an individual who, although not a U.S. citizen, tax credit for this child. STOP if the taxpayer has
owes his or her allegiance to the United States. U.S. nationals include ~ NO other children.
American Samoans and Northern Mariana Islanders who chose to
become U.S. nationals instead of U.S. citizens.

Questions: Who Must Use Publication 972?

step Are you excluding income from Puerto Rico or are you filing If NO, go to Step 7.
Form 2555, Form 2555-EZ (relating to foreign earned income), If YES, you must use Publication
or Form 4563, Exclusion of Income for Bona Fide Residents of 972 to figure the credit.
American Samoa?

step Are you claiming any of the following credits? If NO, use the Child Tax Credit

¢ Residential energy efficient property credit, Form 5695, Part
II; Mortgage Interest credit, Form 8396; District of Columbia

Worksheet to figure the credit.
If YES, you must use Publication
972 to figure the credit.

Exception to Time Lived with You

A child is considered to have lived with you for all of 2011 if the child was
born or died in 2011 and your home was this child's home for the entire
time he or she was alive. Temporary absences for special circumstances,
such as for school, vacation, medical care, military service, or detention
in a juvenile facility, count as time lived at home.

Kidnapped Child
A kidnapped child is considered to have lived with you for all of 2011 if:
¢ |n the year the kidnapping occurred, the kidnapped child is
presumed by law enforcement to have been taken by someone
who is not a family member, and
® The kidnapped child lived with the taxpayer for more than half of
the portion of the year prior to the kidnapping.

Modified Adjusted Gross Income Limits
e Married filling jointly - $110,000
¢ Single, head of household, or qualifying widow(er) - $75,000
e Married filling separately - $55,000

N

Children of Divorced or Separated Parents
A child will be treated as being the qualifying child of his or her
noncustodial parent if all of the following apply:

* The parents were divorced or legally separated or lived apart at all
times during the last 6 months of 2011.

e The child received over half of his or her support for 2011 from the
parents.

e The child was in custody of one or both of the parents for more than
half of 2011.

e A decree of divorce or separate maintenance or written separation
agreement that applies to 2011 provides that (a) the noncustodial
parent can claim the child as a dependent, or (b) the custodial parent
will sign a written declaration that he or she will not claim the child
as a dependent for 2011.

® The custodial parent signs Form 8332 or similar statement that he
or she will not claim the child as a dependent in 2011. If the divorce
decree or separation agreement went into effect after 1984 and
before 2009, the non custodial parent can attach certain pages
instead of Form 8332.




/
Residential Energy Credits

Part |, Form 5695 - Key points about the Nonbusiness Energy Property Credit:

Nonbusiness energy property credit is extended, but with new limitations for
2011.

A total combined credit limit of $500 ($200 limit for windows) for all tax years after 2005.

For 2011 a maximum credit for residential energy property costs of $50 for any advanced
main air circulating fan; $150 for any qualified natural gas, propane, or oil furnace, or hot
water boiler; and $300 for any item of energy-efficient building property.

The credit applies to:

e Qualified energy efficiency improvements such as adding insulation, energy-efficient
exterior windows and doors, and qualifying metal or asphalt roofs (does not include
labor costs for onsite preparation, assembly or installation)

e Qualified energy efficiency improvements such as energy-efficient heating and air
conditioning systems. For a complete list of items see Form 5695. (includes labor
costs for onsite preparation, assembly, or original installation)

The improvements must be made to the taxpayer’s principal residence located in the
United States (must be existing home).

Qualifying improvements must be placed into service by the taxpayer during 2011.

Expenditures which are made from subsidized energy financing cannot be used to figure
the credit.

The credit is taken on Part |, Form 5695. See Form 5695 and Instructions for more
information.

If the total of non business energy property credits the taxpayer has taken in previous
years (after 2005) is more than $500, the taxpayer cannot take the credit in 2011.

Part Il, Form 5695 - Key points about the Residential Energy Efficient Property Credit:

This information is provided as awareness in order that volunteers can identify when the
issue is out of scope.

This credit is taken on Part I, Form 5695. This part of the form is out of scope for return
preparation in the volunteer program. Taxpayers that have expenses for the following
items should be referred to a professional tax preparer.

The credit is available to help individual taxpayers pay for qualified residential
alternative energy equipment, such as solar hot water heaters, geothermal heat
pumps and wind turbines.

Please note, not all ENERGY STAR products qualify for a tax credit. For detailed
information about qualifying improvements, visit the U.S. Department of Energy’s
EnergyStar Web site and the EnergyStar Frequently Asked Questions site.

Manufacturers must certify that their products meet new standards and they must provide
a written statement to the taxpayer such as with the product packaging or in a printable

format on the manufacturers’ Web site. Taxpayers should keep a copy of the manufacturer's

Qertification statement and receipts with their other important tax records.

/
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Earned Income Table A

Earned Income

Includes Does not include
I Taxable wages, B Interest and dividends
salaries, and tips B Social security and railroad retirement benefits
M Union strike B Welfare benefits
benefits

B Workfare payments

Taxable long-term . -
o 9 Il Pensions and annuities

disability benefits

received prior to Bl Veteran’s benefits (including VA rehabilitation payments)
minimum retirement | ll Workers’ compensation benefits
age B Alimony

Il Net earnings from B Child support
self-employment

) B Nontaxable foster-care payments
B Gross income of a

statutory employee I Unemployment compensation

B Household I Taxable scholarship or fellowship grants that are not reported on Form W-2
employee income I Earnings for work performed while an inmate at a penal institution*

Bl Nontaxable combat |l Salary deferrals (for example, under a 401(k) or 403(b) plan or the Federal Thrift

pay election Savings Plan)
B Non-Employee I The value of meals or lodging provided by an employer for the convenience of the
compensation employer

B The rental value of |l Disability Insurance payments
a home or a housing | [ll Excludable dependent care benefits (line 24 of Form 2441)

allowance provided | @ salary reductions such as under a cafeteria plan

to a minister as part
st ) P I Excludable employer-provided educational assistance benefits (may be shown in
of the minister’s pay
box 13 of Form W-2)

(Out of Scope)
l Anything else of value received from someone for services performed, if it is not
currently taxable

N J

Common EIC Filing Errors

e Claiming a child who is not a qualifying child
* Married taxpayers incorrectly filing as a single or head of household

* Incorrectly reporting income

* Incorrect social security numbers

N J

*Note: This particular income is subtracted from the earned income on the EIC Worksheet in the
section titled EIC.
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é Summary of EIC Eligibility Requirements

Part A Part B Part C
Rules for Everyone Rules If You Have Rules If You Do Not
a Qualifying Child Have a Qualifying Child
Taxpayers & qualifying children Child must meet the relationship, Must be at least age 25 but under
must all have a valid social security | age, residency test and joint return [ age 65 as of December 31.*
number. tests.
Filing status cannot be “married Qualifying child cannot be used Cannot be the dependent of
filing separately.” by more than one person to claim another person.
the EIC.

Must be a U.S. citizen or resident Must have lived in the United
alien all year. States more than half the year.

Cannot file Form 2555 or
Form 2555-EZ (relating to foreign
earned income).

Investment income must be $3,150
or less.

Cannot be a qualifying child of
another person.

Part D
Earned Income and AGI Limitations
You must have earned income to qualify for this credit.
Your earned income and AGI must be less than:
B $43,998 ($49,078 for married filing jointly) if you
have three or more qualifying children,
B $40,964 ($46,044 for married filing jointly) if you
have two qualifying children,
B $36,052 ($41,132 for married filing jointly) if you
have one qualifying child, or
B $13,660 ($18,740 for married filing jointly) if you
do not have a qualifying child.

N
/

N

Disallowance of the Earned Income Credit

Form 8862, Information to Claim Earned Income Credit After Disallowance, must be attached to the
return of any taxpayer whose EIC claim was denied or reduced for any reason other than a math

or clerical error. If the taxpayer’s EIC was denied or reduced as a result of a math or other clerical
error, Form 8862 is not required.

If the IRS determined a taxpayer claimed the EIC due to reckless or intentional disregard of the
EIC rules the taxpayer cannot claim the EIC for 2 tax years. If the error was due to fraud, then the
taxpayer cannot claim the EIC for 10 tax years. See Publication 596, Earned Income Credit, for
Qpecific guidance.

/

*Taxpayers turning 25 on January 1st are considered to be 25 as of December 31st. Taxpayers
reaching the age of 65 on January 1st are still considered 64 as of December 31st.

Note: Taxpayers meeting this criteria should file a paper return to avoid a potential rejected electronic
filed return. H-2
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EIC General Eligibility Rules

income (AGl) for the tax year. Are both less than:

* $43,998 ($49,078 married filing jointly) with three or
more qualifying children;

* $40,964 ($46,044 married filing jointly) with two
qualifying children;

* $36,052 ($41,132 married filing jointly) with one
qualifying child; or

* $13,660 ($18,740 married filing jointly) with no qualifying

interview Probe/Action: Ask the taxpayer:
tips
steo  Calculate the taxpayer’s earned income and adjusted gross  If YES, go to Step 2.

If NO, STOP. You cannot claim the
EIC.

children?
steo Do you (and your spouse, if filing jointly) have a social If YES, go to Step 3.
security number (SSN) that allows you to work? If NO. STOP. You cannot claim the
Note: Answer “no” if the taxpayer’s social security card EIC.
has a “NOT VALID FOR EMPLOYMENT” imprint, and if
the cardholder obtained the SSN to get a federally funded
benefit, such as Medicaid.
step  |s your filing status married filing separately? If YES, STOP. You cannot claim the

EIC.
If NO, go to Step 4.

step

Are you (or your spouse, if married) a nonresident alien?

Note: Answer “no” if the taxpayer is married filing jointly,
and one spouse is a citizen or resident alien and the other
is a nonresident alien.

If YES and you are either unmarried
or married but not filing a joint return,
STOP. You cannot claim the EIC.

If NO, go to Step 5.

child of another person?

step  Are you (or your spouse, if filing jointly) filing Form 2555 or If YES, STOP. You cannot claim the
Form 2555-EZ (Foreign Earned Income)? EIC.
If NO, go to Step 6.
step Is your investment income more than $3,150? If YES, STOP. You cannot claim the
EIC.
If NO, go to Step 7.
step  Are you (or your spouse, if filing jointly) an EIC qualifying If YES, STOP. You cannot claim the

EIC.

If NO, go to the interview tips for
EIC—With a Qualifying Child or
EIC—Without a Qualifying Child.

/




/

EIC with a Qualifying Child

interview
tips .
Probe/Action: Ask the taxpayer:
steo Does your qualifying child have an SSN that allows If YES, go to Step 2.

him or her to work?

Note: Answer NO only if the child’s social security
card says “NOT VALID FOR EMPLOYMENT” and
his or her SSN was obtained to get a federally
funded benefit.

If NO, STOP. You cannot claim the EIC on
the basis of this qualifying child.

step |s the child your son, daughter, stepchild, adopted If YES, go to Step 3.
child, or eligible foster child, brother, sister, half If NO, STOP. This child is not your qualifying
brother, half sister, stepbrother, stepsister, or a child. Go to interview tips for EIC without a
descendant of any of them? Qualifying Child.
steo Was the child any of the following at the end of the If YES, go to Step 4.
tax year: If NO, STOP. This child is not your qualifying
« Under age 19 and younger than the taxpayer (or ~ child. Go to interview tips for EIC without a
spouse, if filing jointly) Qualifying Child.
* Under age 24 and a full-time student and
younger than the taxpayer (or spouse, if filing
jointly), or
* Any age and permanently and totally disabled?
steo  Did the child file a joint return for the year?! If NO, go to Step 5.

Note: Answer NO if the child and his or her spouse
filed a joint return only as a claim for a refund.

If YES, STOP. This child is not your
qualifying child (failed the joint return
test). Go to interview tips for EIC without a
Qualifying Child.

step

Did the child live with you in the United States for
more than half (183 days for 2011) of the tax year?
Note: Active duty military personnel stationed
outside the United States are considered to live

in the United States for this purpose.

If YES, go to Step 6.

If NO, STOP. This child is not your qualifying
child. Go to interview tips for EIC without a
Qualifying Child.

step

Is the child a qualifying child of another person?
Note: There may be a case when a qualifying child
cannot be claimed by anyone. Example: The only
parent that the child lives with does not work nor
files a tax return and another adult cannot meet
the general eligibility rules. In this example no one
qualifies to claim this child as a qualifying child

for EIC.

If YES, explain to the taxpayer what happens
when more than one person claims the EIC
using the same child (Qualifying Child of
More than One Person rule). If the taxpayer
chooses to claim the credit with this child,
compute the EIC using the appropriate EIC
worksheets.

If NO, compute the EIC using the appropriate
EIC worksheet.

"1f your child was married at the end of the year, he or she does not meet the joint return test unless you can claim the
kchild’s exemption or you cannot claim the child’s exemption because you gave that right to the child’s other parent.

/
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EIC Without a Qualifying Child
mtcteirp\’/slew Probe/Action: Ask the taxpayer:
step  Can you (or your spouse, if filing jointly) be claimed as a If NO, go to Step 2.
dependent by another person? If YES, STOP. You cannot claim the EIC.
steo  Were you (or your spouse, if filing jointly) at least 25 but If NO, STOP. You cannot claim the EIC.
under age 65 on December 31 of the tax year? Taxpayers If YES, go to Step 3.
born on January 1st are considered to be of age as of
December 31st. Taxpayers reaching the age of 65 on
January 1st are still considered 64 as of December 31st.
steo  Did you (and your spouse, if filing jointly) live in the If NO, STOP. You cannot claim the EIC.
United States for more than half (at least 183" days) of If YES, compute EIC using the appropriate
the tax year? EIC worksheet.
K "More than 183 days in a leap year. /
4 Qualifying Child of More than One Person N
@ If the child meets the conditions to be the qualifying child of more than one person, only one person can

claim the child. The following rules apply:

If only one of the persons is the child’s parent, the child is treated as the qualifying child of the
parent.

If the parents do not file a joint return together but both parents claim the child as a qualifying
child, the IRS will treat the child as the qualifying child of the parent with whom the child lived
for the longer period of time in 2011. If the child lived with each parent for the same amount
of time, the IRS will treat the child as the qualifying child of the parent who had the higher
adjusted gross income (AGl) for 2011.

If no parent can claim the child as a qualifying child, the child is treated as the qualifying child
of the person who had the highest AGI for 2011.

If a parent can claim the child as a qualifying child but no parent does so claim the child, the
child is treated as the qualifying child of the person who had the highest AGI for 2011, but only
if that person’s AGl is higher than the highest AGI of any of the child’s parents who can claim
the child.

/
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C TaxWise® Form-Based Flow Chart

At the time this publication went to print, 2011 TaxWise screen shots were not
available. Refer to help screens in the 2011 tax software if additional information
is needed on applicable software screens.

Follow Form 1040 line - :
Start New Return by line and either link to Quality Review
required forms or select
v forms from the forms tree
Input SSN I Return Stage
When finished with all
federal forms, complete v
Default Setting is any state anql local forms, Cregte
Form-Based if applicable e-file
! !
Y - Review forms tree—look Print tax return
Complete Main for red exclamation points,
review, and Taxpayer signs the required
v complete “red” entries forms
Open 1040, page 1
v

A

Run Diagnostics, correct

. : Collate copies and
errors, re-run Diagnostics

give to taxpayer

Electronic Filing of Returns with Valid ITIN

Returns can be electronically filed when the taxpayer has an Individual Taxpayer ldentification

Number (ITIN) but has a Form W-2 with a social security number (SSN) not belonging to that
taxpayer.

1. The taxpayer’s ITIN must be entered on the Main Information Sheet in the space provided
for the taxpayer’s, or if applicable, spouse’s social security number.

2. When completing the Form W-2 in TaxWise, enter the SSN shown on the paper W-2. Note:
This is a new requirement for electronic filling. The Internal Revenue Service will require the
manual key entry of the Taxpayer Identification Number (TIN) as it appears on Form W-2
received from the employer for all taxpayers with Individual Taxpayer Identification Numbers
(ITINs) who are reporting wages. The ITIN that was entered when the returns was started
will not auto-populate the TIN on Form W-2 for these ITIN fillers.

N J
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Apply for an ITIN

| Fle Edit Form Letier View Bank Reporl
ﬁ’ Start a New Return Ctri+N
j;f Open Retun Ctrl+0
Open Return By SSN/EIN Cirl+Y

Go to “File” then select “Apply for ITIN” option, TaxWise® will generate a unique
identifier that will always begin with ITIN and be followed by 5 numeric characters.

Creating a Temporary TIN for Returns with No ITIN

for Spouses and Dependents
(These returns cannot be electronically transmitted.)

Although TaxWise® will create a temporary ITIN for the main taxpayer when you use the “Apply for
ITIN” feature in TaxWise®, it will not generate temporary ITINs for the spouse and/or dependents.

The ITIN application requires a federal tax return be associated with all Form W-7 applications (with
some exceptions as noted in the instructions for Form W-7). Federal tax returns cannot be filed using
electronic return preparation software without a TIN (taxpayer identification number). If the taxpayer
is working under an erroneous social security number, that social security number should not be used
on the return.

1.

In the TIN field, enter the number “9” followed by a fourth and fifth digit in the 70-88, 90-92,
or 94-99 range and a numerical sequence with the number “1”. A return requiring three temporary
TINs will be entered as follows:

The taxpayer’s 900-70-0001
The spouse’s 900-70-0002
The dependent’'s  900-70-0003

Change the last digits of the TIN each time a new spouse or dependent applying for an ITIN needs
a return prepared.

2. Print the return package, completely cross-out in INK the TIN on each form reflecting the

temporary number; and provide the return package to the taxpayer to mail with Forms W-7 to
the address shown on the Form.

If the taxpayer has a family pack that includes multiple Form W-7’s with one return, or multiple
returns with one Form W-7, these forms should be staggered and stapled together to show the
entire package as a family pack. This will prevent separation of the forms/returns that could
delay the processing time.
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Completing a Return in TaxWise® Desktop
(For Taxwise Online instructions see Page 8-8.)

. Complete the applicable state and local forms .

2. Look in the tree for forms with red
exclamation marks.
+ Open the form and look for red entries,
then correct or complete.

+ Ared block with a zero in it does not
necessarily prevent a return’s being
e-filed. If the diagnostic does not indicate
error, then it will not be a problem. Press
F3 on the red block to remove the red.

3. Check return. Press F7 to see the Tax
Return Summary.
+ Review with the taxpayer. Click OK to
close the summary.

+ See balance-due issues and payments
in Tab 12.

4. If e-filing, the taxpayer must select the PIN
method. Return to the Main Information
Screen to complete the PIN information
as shown in Tab 12.

5. If the return is for paper filing, check that the
Main Information Screen has Paper selected
for Type of return. Check that the state form
reflects the taxpayer choice as well.

6. Run Diagnostics.

+ Press F10 twice or right click “Diagnostics’
or CTRL+D

+ Review warnings to see if any changes
are needed.

+ If there are any filing errors, click the
Next Entry button in mid-screen (the
form to correct will be in the lower screen
and cursor will be on error) and make the
necessary correction. When there is an
error on a Form W-2, clicking Next Entry
will display only the first Form W-2; if the
return has multiple Form(s) W-2, you
may have to open them from the tree to
find the error. Continue until all errors are
corrected. Rerun diagnostics.

)
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7.

10.

11.
12.

13.

14.

15.

Quality Review. Volunteers should be encouraged
to complete QR using Taxwise and save extra
printed files that must be destroyed or sent home
to confuse taxpayer. If errors are found, correct,
rerun diagnostics, and recreate e-file.

. Print the return:
. e-file returns:

+ For Practitioner PIN, Form 8879 is required
for taxpayers (s) signature(s). If joint return,
both must sign before return can be transmitted.
+ For Self-Select PIN, no additional form is
required.

After Taxpayer(s) have signed 8879, verify that
there are no electronic errors and click the e-file

button (mid-screen), click OK (e-file created).
click CLOSE to return to tax return.

Enter propef’ Return Stade indicator to show
correct status of return for ERO...

Collate return and review with the taxpayer.
For a paper return, advise the taxpayer to:
+ Sign and date the return (federal and

state, if applicable).
Also have the spouse sign the return, if a
joint return.
Attach copies of Form(s) W-2 and any
Form(s) 1099 with withholding.
Attach a copy of the federal form(s), if
applicable, to the state return.

If a child cannot sign his or her name, the
parent or guardian can sign the child’s name
in the space provided followed by the words:
By (parent or guardian signature) parent or
guardian for minor child.

Follow "Distributing Copies of Return" shown
in Tab 12.

Complete site log, if applicable.



Taxpayer Identification Numbers and Determining the Last Name of Taxpayer

A name control is a sequence of letters derived from a taxpayer’s last name that is used by IRS in processing
the tax return filed by the taxpayer. It is important that the combination of name control and taxpayer
identification number (TIN) provided on an electronically filed return match IRS’s record of name controls and
TINs.

In e-file, a taxpayer's TIN and name control must match the data in the IRS database. If they do not match, the
e-filed return will reject and generate an Error Reject Code.

Per Electronic Filing Error Reject Code (ERC):
ERC The Name Control cannot contain leading or embedded spaces. The left-most position
0006 must contain an alpha character.

Per Tax Preparation Software Instructions:

Tip: One of the most common reasons that returns are rejected by the IRS is name/TIN inconsistency.
To ensure accuracy, verify the name and taxpayer identification number with the card.

Your first nama

it il & JOUNT ret
First name

Fregremrerrrews

Type the primary taxpayer’s first name, middle initial, last name and suffix (Jr, Sr, lll, etc.). Punctuation is
not allowed.

Per Publication 1346, Electronic Return File Specifications for Individual Income Tax Returns

.01 Name Controls for Individual Tax Returns
1. Primary Name Control (SEQ 0050) of Form 1040/1040A/1040EZ must equal the
first four significant characters of the primary taxpayer's last name. No leading or embedded spaces
are allowed. The first left-most position must contain an alpha character. Omit punctuation marks, titles
and suffixes within last name field.

Examples:
Individual Name Primary/Secondary Name Control
Individual Name on Enter in TaxWise IRS Database
SSN/ITIN Card(s) Primary/Secondary
Name Control
FirstName Field LastName Field
John Brown John Brown BROW
Walter Di Angelo Walter DiAngelo DIAN
Ronald En, Sr. Ronald En EN
Thomas Lea Smith Thomas Lea Smith LEA
Joseph Corn & Mary Smith | Joseph Corn CORN
Mary Smith SMIT
Roger O’Neil Roger ONeil ONEI
Kenneth McCarty Kenneth McCarty MCCA
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2. Consider certain foreign suffixes as part of the last name (i.e., Armah-Bey, Paz-Ayala, Allar-Sid).
Particular attention must be given to those names that incorporate a mother's maiden name as a suffix

to the last name.

Examples:

Individual Name Primary Name Control

Individual Name on
SSN/ITIN Card

Enter in TaxWise

FirstName Field

LastName Field

IRS Database Primary
Name Control

Abdullah Allar Sid Abdullah Allar Sid ALLA
Jose Alvarado Nogales Jose AlvardoNogales ALVA
JuandelaRosaY Juan DeLaRosaYObregon DELA
Obregon

Pedro Paz Ayala Pedro Paz Ayala PAZ
Donald Vander Neut Donald VanderNeut VAND
Otto Von Wodtke Otto VonWodtke VONW
John Big Eagle John BigEagle BIGE
Mary Her Many Horses Mary HerManyHorses HERM
Ted Smith Gonzalez Ted Gonzales GONZ
Maria Acevedo Smith Maria Smith SMIT
Robert Garcia Garza Robert GarzaHernandez GARZ

Hernandez

.01 Name Controls for Individual Tax Returns continued

3. Below are examples of Indo-Chinese last names and the derivative Name Control. Some Indo-Chinese
names have only two characters. Indo-Chinese names often have a middle name of "Van" (male) or

"Thi" (female).

Examples:

Individual Name Primary/Secondary Name Control

Individual Name on
SSNI/ITIN Card(s)

Enter in TaxWise

FirstName Field

LastName Field

IRS Database
Primary/Secondary
Name Control

Binh To La Binh La LA
Kim Van Nguyen Kim Nguyen NGUY
Nhat Thi Pham Nhat Pham PHAM
Jin Zhang Qui & Yen Yin Jin Zhang Qui Qul
Chiu Yen Yin Chiu CHIU

1-5

.02 Name Line 1 Format

1. Name Line 1 CANNOT CONTAIN MORE THAN 35 CHARACTERS (this includes both names on

the tax return).

If information in Name Line 1 exceeds 35 characters, it will truncate using the following priority:
e Substitute the initial for the second given name.

Omit the second initial of the secondary taxpayer, if necessary.
Omit the second initial of the primary taxpayer, if necessary.
Substitute initials for the secondary taxpayer's given name.
Substitute initials for the primary taxpayer's given name.




TaxWise® Log In Screen

Open TaxWise®, select a “User name:,” enter a “Password:,” and click OK.

P Pl e = Ipmen. Cossssspunry sl Cww

e | Tadehn 't | 15 | Hnaon St | et Lismss | Bapam S obecr e |

3 ﬂ E 2] 5 ddimn | | -:
L - Lo
TaxWise
| Leaw e Lo Important Bemendees
L Im '_I PSP ARE §T ATLEPE ST By AL B SETEEET  TEEE L IR b a
i I kil o Fmngd ew FPenssesi ¢
0K h‘-'l B R T 1 Ly 1 gy S——_—

- whirer Holmeen Fglbve
LB P T s P BN e A E T S
“'—;i-:II Aot ol Bl b
wa o may B e s Mk ang of Bo e b i e
Tl Tl
ol == A R
* Lil/eeizges

H
[+
{
1
1
E
;
-
|

Enter SSN (without
< hyphens—program will
ol ot m—— . enter automatically).
s o S T < Repeat entry of SSN.
tor v addsion
e g [
'] < Do not check.
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TaxWise® will automatically generate an alpha-numeric filename that will be
associated with the SSN. The association will ensure unique file names for each
return which will allow the program to show the SSN rather than filename in
TaxWise® Explorer and also during Backup and Restore. The option to “Use SSN to
name file” will be grayed out.



TaxWise Desktop Quick Reference

The TaxWise® Window

Add Form Copy Form Remove Form — Close Form
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Main Tool M_| ﬂHJ__L"_l_[?_ - =
Bar T:-h L L . | | ot Thng P . B L
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(Desktop Only)
Shift IRS Un- Remove | Copy Pause
Help Override Form Form Timer
F1 F2 F3 F4 F5 F6 F7 F8 F9 F10 F11
No Save Add/ Second Return . . Close Insert
Shift TW Help Return Remove Red Calculator Form Status Override Link Form Variable
COLOR SCREEN
YEllOW ..o Calculated Entries
€ 11T o T Non-calculated Entries
Red BIOCK .......uueeeieiiieiiiieieiieeeieeeeeees Required Entries
Red on Gray .......cccoeeeevieeiieieniec e Overridden Entries
White on Red........coevvveeeeiiiiiiiiiieeeeeeeee Estimated Entries
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Main Information Screen

Iruhiad Last name Suffar Your 55N

IF iing & JOINT refumn, &rbar 1our
FIrsl nams Imitial

Mailing address

Fams ine 2 Lse ' for care ol
Precen] home address
-"I"' ool ||',|'_ and slite ., |

Embil 300085 o iaaanas

1 ouFE Bugl rEEns

SEHoRLEE S

Lasl name, il difarant fom yours ahl

SOHLISES S

Telephone numbers Taxpayer

Cunlied . .... ...
Evering.cauoaii s

Ll phcded oF [ax

Forson phons . . ...cn.. .

Bith e .o i ranans s bnnsspss

Age for Fideral bas

EREERRRTE |

Do not use
punctuation marks
(period, comma, or
hyphen).

~ Verify
— Enter spouse SSN.

Verify spouse last
name with SS card.

— If different from
taxpayer, enter last
name here.

I Note 1: see below.

— Enter zip code first.
(See note 2.)

Always ask for at

|~ least one telephone
number.
Enter area code first.

TaNpanyers O
SEOLISET GSrw

Must input birth date.
Include spouse if joint

return.

Note 1: Use only if an additional name is needed for “in care of,” for a two
line street address, or in the case of a deceased taxpayer. Enter the name
of the person filing the return for the deceased person. This may be the surviving
spouse if the filing status is Married Filing Jointly or a personal representative
such as an executor, administrator, or anyone who is in charge of the deceased
taxpayer’s property. When you print the return, the tax software prints the date of
death and DECD next to the deceased person’s name in the address area at the
top of Form 1040 page 1, as required by the IRS.

Note 2: Once the zip code is entered TaxWise® will then auto-fill the city and state.

The auto entry can be changed if needed.

Enter as mmddyyyy
(program will enter
slash marks).
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Main Information Screen (continued)

Do not use foreign

Foresgn Address
Foresgn streat a0dress . ... .occnwee-.

address field
for APO/FPO
addresses.

Forssgn city, state, province, Zip code ([
Foresgn country. Do not abbresiate. . . . (I

Taxpayer Information

Arg WO S0 Lid ] oo HICD income Mo B b relm T ... .o h e mm e mm
I g™ adbir e drnount of incomsr s . L .. ..o rn e i m e

Taxpayer T
o T T e [ O vas Vit
Checlk if bolaly and permandnthy disabled . .. ... i i iias O s O e
Lrate of death, QMUY iFin 20110r 2002 o ceiivwaassnaaiinna

Thiss biee raiburn i baing fled by O thie surdving spouse o O somianie sk

L e e et ) <

(See Note 1.)

If the taxpayer served
in a combat zone
during the tax year,
click on this box and
| select the name of
the combat zone from
the dropdown menu,
or choose “Combat
Zone.” This will identify
the return to the IRS,
and can avoid certain
reject conditions, such
as federal withholding
exceeding 50% of the
wage amount.

v O Spouse Number of boxes checked

onBaandBb. ....... /.. 1]

6 Exemptions a B voursalt
Chack

(8) you can be clasmed 0n ENOther ParSON S rtUM ... v urrrarrrarronrres 0

() Ning stabus 2 and spouse can be claimed on ancther person's rebum . ... v. .

(¢) vou are using Ming status 4 end clEming NONresident S1eN SPOUSE «vvvwvv..

Spousa’s first namse Spouse’s last name

Spouse's SSN or ITIN. T

eligible to be claimed
(See Note 2).

Defaulted to No.
Fresidential Chack here if wow, or vour spouse if @ jonk rebm, \ Important for
Election Camgaign wark Silogototmstund ... ... ... o Oveu O spouse caICUIa,tlon of standard
~_ deduction.
Complete for
I deceased taxpayer.
Flling Status and Exemptions
= Ask taxpayer. Answer
1 |= Single does not affect refund
2 Mamed fikng purtly {even if only one had income) or balance due.
3 M Mamed filing separatety
Spouse’s firt neene. T  Lostcome T  SS5N
Did your spoute ovir o wilth youm 20097 . . ... v vvrvnvrrrrrmmnrrrs Yos No
If “Yes", did you and your spouse kve togethar at anytime after
BB 20007 o ay s i doros st esssns s s s tathossonssonersess Oves Ono
Married Aling soparately, only  If the state in the address above is a
communily peoperty 2ate (AZ, CA  ID, LA NV, NM, TX, WA, or WI), . -
or & ratum is beng filed 20 one of thass states, answar the following Hint: Only enter child’s
QUESHONS name an'd S$N in
MItary 15 this YOur DOMP OF FECOMA? , .+« v v v v v v vensnrsornnnesss DOves Onio ~ Z"? Secl“‘.’” ’fd”m
It “Yos", & in e Communily Property Allocation Workshoot delng cameaasa
- ” lependent.
Others Are you 8 rasident of thes community property state? .. ...... 0 vee
It “Yes", #1inthe Community Property Allocation Workshest Sa Form 1040 Verify exemptions.
It "No", you CANNOT e-file this retum College/high school
4 [ Head of housetold (with quakfying person) | he quakiying 2&500 15 8 child DUt Nt your students or young
dopendert, erter the chikt's neme [T o socia military personnel who
secunty rumber [ - sci-supporting child who lives with you 1S NOT entered the military
a8 qualtying person this tax year may be
5 lq Qualfying widow(oc) with dependert child, . . .. Year spouse ded (2007 or 2008 only) -

Hint: Enter year of
death and deceased
spouse’s name on
Name line 2.

Note 1: If the return is for a Canadian resident, the address should be put entirely on the foreign

street address line. Leave Zip code, city, and state blank.

Note 2: If someone else is entitled to claim the taxpayer (or spouse), check the appropriate box

on line 6 of the Main Information Sheet. If the taxpayer is filing Head of Household and claiming an
exemption for a nonresident alien spouse, check the box on line 6¢ of the software’s main information
sheet and enter the spouse’s first name, last name and SSN or ITIN...on line 6C and on dependent

line, also.
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Main Information Screen (continued)

¢ Dependertationdeencents Hint: If there is the slightest chance the
child will be a qualifying child for EIC
purposes, be sure to check the EIC box
next to the child’s name. TaxWise will
not allow the EIC if they do not qualify.

Verify names, SSN, and dates of birth
with social security card to prevent
rejected returns. List children from
youngest to oldest.

Last name—Enter last name only if
different from primary taxpayer.

Nox 6c3
~ Use down arrow or space bar on

[Relationship to YOU]J, [Mo in Hm], and
[Code] columns for valid choices.

Noncustockal Parents, |1 you ano clkamng. ot
vou MUST hxh
O Lme

Sort DC is credit for child and dependent
care expenses.

; EIC is earned income credit.*
Form BL2 . Sokoate of Clam of Exemeticn - roguarad If Ovirco of Sooarator

o vererd wetd wio effect aler 2508

CTC is child tax credit—TaxWise®
automatically determines if child is a
qualifying child based upon your input.

Toln murher of svemrphors cinmnd

Check applicable box if noncustodial
parent or Multiple Support agreement
exists.

Enter number of months each individual lived in the taxpayer's home or use MX if the dependent lived in Mexico or CN if
the dependent lived in Canada — type in directly or use the drop-down list.

* EIC must be checked to bring up the applicable EIC forms. If in doubt, check the box.

Carefully read the information regarding Dependents/Nondependents, and pay special attention to the codes. If the
taxpayer is married filing a separate return and is able to claim his/her spouse’s exemption, fill in the spouse’s name,
SSN, and other information in the software Main Information Sheet, Dependents/Non-Dependents section, showing the
relationship as “other” and the Code as “3.”

Use the Code box to indicate relationship as follows:

1 = Your child who lives with you

2 = Your dependent child who does NOT live with you due to divorce or separation
3 = All other dependents

0 (zero) = Nondependents

If There Are More Than Four Dependents

If there are more than four dependents to list, enter the first four on the Main Information Sheet. To enter the rest of the
dependents, open Form 1040, page 1, link from any field in the dependents section. Link to NEW Addl Deps - Form
1040 Line 6¢, the Additional Dependents Statement. Last names must be used on the Additional Dependents Statement.

TaxWise® carries the first four dependents from the Main Information Screen to the statement. List the remaining
dependents below the first four.

Note: Do not list nondependents on the Additional Dependents statement. List nondependents only on the Main
Information Sheet. Also, children who are qualifying children for EIC or dependent care credit must be entered on the
Main Information Sheet.

Qualifying Child(ren) for Earned Income Credit (EIC):

If the taxpayer qualifies (or may qualify) for earned income credit (EIC), you MUST enter the birth date and select the EIC
check box for qualifying children. This information carries to Schedule EIC. TaxWise® calculates the amount of earned
income credit if the client qualifies based on income and other requirements.

Child Without SSN or ITIN
If the qualifying child is a resident of the U.S. but does not have a valid SSN or ITIN, you must override the CTC box on
the Main Information Sheet.
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Main Information Screen (continued)

= Check box if not
State Information If vou are not prepening 3 state return, check here [l or fil in state information below preparing state
Ful vear rasidert: [l end Port-yoor: [l and 1B Nenresident R B returns.
Type of Retun [ Benk products B E-fike CriLY 0O Peper < Paper or e-file are
only choices.
Do not make entries
SelectYourBank O cn 150 O r"j--:-‘:":' O Sents Babers < in this section.
D Fiver ( ity D Othwr
T» reAct » - oy vt lalNa 14 ¢ FAOACHIC Pie i ' far Mo DonOtusethIS
MSe ProouCEs &r'e ONly Evailialie 10 L&x Preparers regRCed 10 Olfer Hhem D e section.
Audit Shield
D005 1o LDEYer wart Al SHOK? ..ottt rernnnnnnnnnanannnnnnnnss Oves One
Fee Collect
Doos the tiopayer want 10 havwe your tax preparation fees deducted from s o her
L Oves One RTN must be 9
characters.
Bank Account information Type account number
Direct deposit available for o-Ning, poaper redurns, o RAL/ERC direct deposit refund exactly as shown on
Eloctronic Funds Transfer (ACH Debil) avpilable for o-hhng orty check.” See “Finishing
3 the Return” section
Routing transit rumroer (RTN) of Bnencial siBon . e e e e rrrresssy [raas s eans) for an example of a
Accourt numbor (DAN] includng hyphons v, I <———Check.
*Note: You will
also need to
add account
information on
. 1040 page 2.
State Information See page 12-5
A federal return may have as many as 9 state returns attached, in any combination; :.':",o‘:,::gg.‘;ﬁa’

for example, two different full-year resident states (one for taxpayer and one for
spouse), two different part-year states, and five different nonresident states.

Consult instructions for each state to determine which status applies to the
taxpayer. To view instructions for the state individual package, select Help from
any field in the “State Information” section of the Main Information Screen and
scroll to State Information. Select [click here] and then select the applicable
state of interest.

* Do not use a preprinted deposit slip.



Main Information Screen (continued)

Self-Select and Practitioner PIN(s)

Check il usang the Prachboner PIN method for e-hikng Bus income tax redurm or

Form 4868 wath direct debit, . ... v v vvnas

ERO PIN for both the Self-Selact and Practtionar PIN PrOgrams .« .. v et v eaaessnns B <

Vhet form{s) are you e-hkng using FINs?
1 L b PRt A R AN LY Rt S A P A LS R S AR T A
FOrmA4SEE without Groect debit NOPINS reQuIred ... v oo v e it tvnnnmmansssnss O
Formd4BoBw airect Oabs ., . ... cocuiiiiiiiiiaccnceserisscnaansanasss (@)

* Form 2350 without drect debdt
* Form .

* Requires cate(s) of birth above and 2008 origingl AGI or 2008 PIN. F8 to change

spouse AGI, if incorr
AG I Soouse's ongnal 2008 4G IR

Tenpayes™s onginal 2
R spouse's 2008 PN [N

The folomng atachments require the submmission of Form 8453 Please note that PINs are still required

and that Form 887

nuit be si0ned for al o-fled rofums
D Formis) 1088C D Form 2115

O Form 3468 attachment required O Form 4138 attachment required
O Form 5713 O Formsts) 8283, page 2 and / or appraisal
O Formis) 8332 O Form £85¢

O Form £3684 attachment reqQuired O Feoem 35 slitachments

D Schedule D transachon kdrg D Copy of dvorce or separation agroement
0 Revenue Procadure 2009-20 [Porzi loss)

The infeem oo balow. as will as ihe [ RO PIN abenve. must be hMied In 1er 3l o-had raturms

The dite must be erdered below. Thes i$ today's date _

\J Do NOT usa @Today

Taxpayer's PIN r Enter 5 numbers, other than all zeroes
authonze 30 not suthonze

signature on my tax year 2009 alectromcaly filed income tax retumn

Spouse's PIN. . Enter 5 numbers, other than all zeroes Date EEE

D ANONZE 30 Nt suthonze

ERO firm name ... N to erter this PIN as my

signature on my tax year 2009 elactronically filad income tax retum

Note 1: Preparer can enter PIN for Practitioner PIN, and taxpayer will need
to sign Form 8879.

Enter 98765

Check for
Practitioner PIN.

Only first box should
be checked.

To use Self-Select
PIN, taxpayers must
bring their prior year
tax return or know
their prior year PIN.

Last year’s AGI or
prior year PIN
required for Self-
Select PIN.

For Practitioner

or Self-Select

PIN signature,
taxpayer(s) must
enter a five digit
number (not starting
with zero). If married
filing jointly (MFJ),
spouse must also
enter PIN.

Check do not
authorize for
Self-Select PIN.

Check authorize
for Practitioner PIN.
(See Note 1)



Main Information Screen (continued)

s el e R kS Chenche If sefl-amplnved

R - - - e Phons
Emall @dckess Fax
Honpaid dicatsr [ FiS only

Preparer's Use Fislds

Kl = g e e

1
1

B o Tan et [EEEE Frce  [INNEGEEEEEE

Ehorrniaon Dedow |6 o0 the prespades, | vwall pond and proformra. Notes 1o e chent shoukd Be: ksiad on
T Susmmary Shot

Timas in thils returnc

Check information on the Main Information Sheet for accuracy and complete
any required fields. When complete, close form.

Note: Preparer Use Fields are for site’s use and are defined by the site
coordinator.

Third Party Designes
D vt w1 Biow nmcithanr prson B0 cisciess this rotum with e IRST . ... oo vnevnn. DI Yies H Mo < — Usually check No.
Cannot be volunteer
EFE';I .‘ E‘EHD"'E'I‘ Eh."ﬂ'#ﬂfr‘l' g preparer.
e fakephone FIM jcamnol ba 0000
Praparar Infor=aticn Check 1o bl g5 & sell.prepared retwm [ <«——+ The PTIN field
Preparers I I Diate ¢
should have an
Preparer's name FYInt &5 Signaiure entry by default
e 1 S o e IRS onl
Firmm naprmaz Chack il also ERD an e only
box should be

checked. If not,
please contact
your site manager.
Do not enter any
other information
in Preparer
Information.

Use these fields

for information that
is helpful to your
site. For example,
these fields could
be used to enter the
preparer’s name
and/or new versus
returning taxpayers.
These fields are
used by the military
to report rank,
grade, enlisted/
retired, etc.

After the end of
the tax season a
custom report can
be created.



Notes
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Income
The following are examples of income items to consider in determining entries into TaxWise®:

Form Type Go to 1040 Line TaxWise® Entries (see Note 1)
W-2 Wages & Salaries 7 Link and complete Form W-2
1099-INT Interest 8a Select Interest Stmt from Forms Tree or

Link to Schedule B, and then link to the
Interest Stmt

1099-DIV Dividends 9 Select Dividend Stmt from Forms Tree or
Link to Schedule B, and then link to the
Dividend Stmt

1099-G State Tax Refunds 10 Link to State Tax Refund Worksheet

1099-MISC Miscellaneous Income 12 Link from appropriate 1040 line to 1099-

(Box 7) (Self Employment Income) MISC (eg, line 21 for Other Income) or to
(See Note 2) any required schedule (C, C-EZ, E) and

then to 1099-MISC. DO NOT start with
the 1099-MISC. See Note 2 regarding
Nonemployee Compensation

1099-B Sale of Stock 13 Select Cap Gn Wkt from Forms Tree or
Link to Schedule D, and then link Cap Gn
Wkt
1099-R Distributions from IRAs 15 Link and complete Form 1099-R
1099-R Distributions from 16 Link and complete Form 1099-R
Retirement Plans
CSA-1099-R Civil Service Annuity Paid 16 Link and complete Form 1099-R
CSF-1099-R Statement of Survivor 16 Link and complete Form 1099-R
Annuity Paid
RRB-1099-R Railroad Retirement 16 Link and complete Form 1099-R
Benefits (Tier 2)
Schedule K-1 Interest and/or Dividend 17 See Note 3
(Form 1065, Income, Capital Gains

1120S or 1041) and Losses, Tax-Exempt
Interest Income, Royalties

1099-G Unemployment 19 Link and complete Form 1099-G
Compensation
SSA-1099R Social Security Benefits 20 Link and complete 1040 Wkt 1
RRB-1099 Railroad Retirement 20 Link and complete 1040 Wkt 1
Benefits (Tier 1)
W-2G Gambling Winnings 21 Link from “Amount” box to complete line
21, Other Income
1099-MISC Prizes, Awards, Jury Duty 21 Link from “Amount” box to complete line
(Box 3) 21, Other Income

Other Income

Once the main information data and income statements are entered, TaxWise® automatically makes available all forms and schedules for
credits except American Opportunity and Lifetime Learning Credits and Retirement Savings Contribution Credit if there is only a Roth IRA
contribution. These credit forms and schedules will be annotated with a red exclamation point.

Note 1: If the applicable form is in the left-hand tree, it may be selected directly rather than linking from Form 1040.

Note 2: For nonemployee compensation, it is important to link to Schedule C or C-EZ and then from “Gross Receipts” to the 1099-MISC
before completing the rest of Schedule (exception is earnings of the newspaper carrier, <18 years of age - in this case, the 1099-MISC
is linked from line 21 because earnings are not subject to self-employment tax).

Note 3: Enter K-1 information directly without using K-1 worksheet: use Interest or Dividend Stmt and list Payer as Name of Company;
enter net capital gain/loss on Schedule D, line 5 for short-term and line 12 for long-term; and for royalties use Schedule E. Enter address
and code 6 in the space provided.

Tip: To eliminate unnecessary burden on the taxpayer, such as a CP-2000 Notice, the “Regulatory Explanation” or “Election Explanation”

form should be added to the return to provide further explanation about an item reported or not reported on the tax return. The “Regulatory

Explanation” form is added to the TaxWise forms tree by selecting the “Add Form” option and typing “RegExpl” in the search box. The

“Election Explanation” form is added to the TaxWise forms tree by selecting the “Add Form” option and typing “Election” in the search box.
2-1



How/Where to Enter Income

Select “1040 Pg 1” from the tree and press the Page Down key twice to go to

Form 1040, line 7.

Note: Where the type is yellow (calculated entry), link to access the appropriate
entry form. Once you link, use existing forms (if applicable) prior to adding a

new form.
Income
T Wages, salares, tps, ot ...... B0 FEDO oce 0 swed sshe O | R |
Taxable scholarship nol o FoRm W oo v vvvrrrrrrnsnsnsnmrres | ~—
Household emplayss mcome nof on Form W2 o ccceevanansnass |  C. —
Ba Taxablaimterest ...coovisnunnns L T e e b Fe
b Tas-exempl IBFEET » v v v v enonsamessnesrnnnmenansnsssns | e I
%a Dindneey dendarnds includng qualified deadends from Fonms B&14
bsted on Schadule D I - .- cc0cciiiiissiinaannsaas [ o4
b Dused dedends shchadireg qualted dedends Tism F 14
bsted an Schaduls B [N
Lyt dmdenids figm _:--:l sdules K arg imghpded gn g 9%
{ O
| [ !
i you demize deduchions East year and recame sale or lpcal tax refunds
redit or oasels Bnswer "D i you deducied stat laE sl
o LN ORI I L o s i i s ah w ha B H H ve: BN
1] Taxable refunds, crediis, or offsets of state and bocad | @ [anes /
N R R o —
1 Almony mcen I
12  Butinass |eams
13  Canilsl ain o
14  Cdker cains or (losses)
15a E4 desinbudons
b Taxabla amaunl . ... vecrsceasanas «
& a -t'l."l. onS SN0 ARNUAIRS . . s s cccanssanvsssanssemasamaa lols L —
b Tazabde amount ccovionnnnns
17 Renlal resl eslale ioyalties parirsr <«
LR G e R L |y ey TR gy g
13 Unémployment COMPensaisen « s csssssssssssssnasssaanaasns I o /
Fepayment of 2008 unemploymen TE T 1] ,_,,,,,,,l_ _‘
fMa Social cecummty BEneflE . . v v v o v v s e m s s s m s s s ese s, mn | y
B T B NI a5 a5 b b ok o AT o A A e B B o A ] LSE | o
Fa | L Eer i odme
o R . . Amount | N N <—

! List state refund only if taxpayer itemized deductions (on Schedule A) last
year and taxes were reduced because of deductions.

2 For taxpayers with Form 1099-MISC with nonemployee income, link from
line 12 to Schedule C or Schedule C-EZ and then link to Form 1099-MISC
from line 1. Entering the information this way will automatically calculate
self-employment tax.

Hint:

If taxpayer has income from a foreign employer link from line 7 to

Form FEC-Foreign Employer Compensation. Enter the taxpayer’'s address
at the time the money was earned. For Section e, TaxWise Help can

be used to determine the appropriate country code. Enter the foreign
employer’s information. List the compensation amount in U.S. dollars. Once
you enter the information, TaxWise automatically reports the total on line 7
of Form 1040. If the taxpayer qualifies to claim the Foreign Earned Income
Exclusion, Form 2555 or Form 2555-EZ can be filed electronically.

Link to Form W-2.

Link to Form 4137 to
calculate Social Security
and Medicare tax on
unreported tips.

Link to 1040 Worksheet 1 to
enter taxable portion.

Link to 1040 Worksheet 1 to
enter income not reported
ona Form W-2

Input interest on the Interest
Statement.

Input dividends on the
Dividend Statement.

Link to state tax refund
worksheet.’

Enter directly.
Link to Sch C or Sch C-EZ?

Input Capital gains or loss
on the Capital Gain or Loss
Transactions Worksheet.

Link to Form 1099R.
Link to Form 1099R.
Link to Sch E, page 1.
Link to Form 1099-G.
Link to Form 1040 wkt 1.

To report each source of
“other income,” enter the
type under line 21 and then
link to the appropriate form,
worksheet, or scratchpad
from “Amount” box. If need
to add additional item, link
from “Amount” box to Form
1040, line 21, Other Income
and then link to other form
or worksheet if necessary.
TaxWise adds up the

other income amounts and
displays the total on line 21.
Use Add Form feature

to complete Form 2555 or
Form 2555-EZ, if applicable.
The exclusion amount will
be calculated by TaxWise
and entered as a negative
number on line 21 of Form
1040.
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Form W-2 Instructions

LS W Wags and Tict Stabsmant Tax Tip: If there is more than one
Form W-2, select the Copy W-2 tab.

Compare this address to Form W-2
Chech if this WWE i Rardvrilien sflsss SEEsa T I T Ee 8 Tn ¥ address. If same, check second
' e Vis e box. If different, check third box and
enter address exactly as it appears
on Form W-2.

If boxes 3, 4, 5, 6, and/or 16 do not
match taxpayer’s copy of Form W-2,
= - . check fifth and/or sixth box and
& Lol FurrEdr _ Lorracad W2 (-5 D .
enter data exactly as it appears on
b Erooyst O [ Form W-2.
Hame code -

000 mm0

Review box 2 and box 17 to ensure

© Frrionars i tax withheld was entered and is

m — kRN correct.
If an ITIN taxpayer, enter invalid

addret LR SSN shown on original W-2.

Box 9 eliminated for 2011 returns.

d Enpiewes's sooid securty ke
& EIrpionin s ramn a0 aoanets ! 0 [ i If there is an entry in Box 10, Form
' — payment sretrs 2441 must be completed.
Erpayes’s S et ad I ood
HR N DA SR L AR YRR ;
T T e ey Enter codes and amounts in boxes
[T e ) 12 and 14 exactly as they appear
v on the taxpayer provided W-2.
12 da Aot | i
1 T
B &
o Form W-2 ALERT!
B e =
- By Hian IRS requires that information on
1 {l'j”' I:T electronically filed Form(s) W-2
match the printed Form(s) W-2
15 o ?-"' 4 exactly.Verify tax year, taxpayer

name/SSN and carryforward

employer information.

A taxpayer with multiple

Forms W-2 could possibly have

a different address on several, if
not all, of the Forms W-2.

Note: If employer has a foreign address, press F1 on address line Check them carefully; the

to get TaxWise instructions on how to enter. change must be made on every
Form W-2 that is different from
the current address.

IMPORTANT!

The most current address
entered in MAIN INFO will
not be affected and will remain
the current address for the
taxpayer(s).
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Allocated Tips:

Allocated tips in box 8 of Form W-2 will carry
over to line 4 of Form 4137. If this amount is not
correct, verify the amount entered in box 8 of
Form W-2.

How to Enter Unreported Tips:

Link to Form 4137 from line 7 or Line 57 of
Form 1040. Form 4137, line 2 will automatically
calculate the figures on lines 3 and 4. From
Form W-2 the Social Security tips (box 7) will
appear on line 3 and the Allocated tips (box 8)
will appear on line 4.

If the taxpayer has unreported tips, you may
need to override a few entries on Form 4137.
Use the override function on the Employer’s
Name and enter it if it does not appear
automatically. If the taxpayer has a tip log
that shows a different amount than his or her
allocated tips, override line 4 and enter the
actual amount received.

If the taxpayer has no allocated tips, then the
amount of unreported tips can be entered
directly on line 4. If, in any month, less than $20

How to Enter Tips

Us aar Sockdl Securfly Fas on Ure eparbed [ip Ineome
Mars |IGIDY SAFFLY = “n [FFEFEEETER
1 [ Ix 5 ]
Totsl csh Tobal Cash
el (g i (g
Wame [ STEROPEN 1) S0 whon tips o lips ‘wisl
i) i e el 1, HR (e ] gl
[ e e P BT ] (nChedng 10 yoir
T g el it =
Ak
1
s e Ry  oJ o
b e ey 0 . 00 o
- [EEEEEEREEREEERRRRRRRRRRER, - ey oy 0 o
W ey 0 . 00 o
- [ EEEEEEREENEEEERERRERRRR - [ TN IR
1
F  Tobal cash and charps g redeheed s yoar Tkl 5 g 3 = o & _
¥ Tokal cash snd charge tips reparied to your eoployer. W3 pocksl securiby tes ... .. [ &)
4 UFreprled Iyl ArEsd g P i i e e vuwdh e _
§F Coh and chargs SES vodl recasyed Bl dial rok 1aspar |0 vl Smgiorer bacsune
e loll i e thanh K211 i caleflar month [ o]
B Unrepsried bipn subesc o Bemoars I8 .. . .. .o e eeemeeeeneea [ 4]
I Maarurh st ol waged (Fchsis] pdl fEeed o ol
LT - 1006, 000
B Toksl soscesl dedye iy weniec el onasl sacurly Bpnk,
foisd 0d booes 3 and T on Forms W, of radnoed
il Sy 1 g [ @]
5 Subiract bne & from ine 7. H e 3 b2 mere than ine 7, ander 0 e andd
e 10l 0 16 Il 1) | B0, 300, |
10 Umesporied D TuEsss [0 Sociad fecirly iay. Conaler ol W 6 o0 Ine D
¥ ydad i drevaT Bpd Ak & F il GRS G Woa] Spivedntra il Ay es
e instructions. Tips sulsscl ba Misdcare (ae onky - | R
T Mgl W 10k (2 | 0.
12 Molwhy W B by DS . i iemmneeeaeaas _
11 Asdined 18 aRI 13 [ 0]

in tips were received and not reported to the employer, enter the amount on line 5. If the correct occupation doesn’t carry from the Main
Information Sheet, override the Occupation block and enter it.

Unreported tips will display on line 7 of Form 1040. In TaxWise®, Form 4137 figures the employee portion of social security and

Medicare taxes; these will display on line 57.

Schedule B — Interest

N N e B e sl Oy ke s
. - = | DEEEEED -
Name will be P
red when it is
first entered on L s i by PP By e
Sch B. Once an entry is SpieE Sunes fus e s, iwin;. el il iy v
made on Iln? ”'3; the red//r aa— | I
will disappear. |

Do not make entry
directly on line
1b; link to the
worksheet.

Link to Interest—/
Stmt-Schedule B,
line 1b interest
income.




Interest Statement for Schedule B, Line 1b Interest Received

US Schedule B Interest Received

Amourts shown in Box 8 should not be entered in the "Box 1 or 3 amount” column. Instead,
erter an "E" inthe "MAECB column" and the amourt from Box §inthe "NAECB amount” caolumn.

Box1or3 State adjiust |NAE MAEOB AT Early | Federal
Paver amourt | TSd |+4- Amount | OB amount PABR | penatty |withheld

N B | 0.]

[ E! ] A

- B | 0.]

B £ ! | O.]

BB |
Enter name of payer, abbreviate as
needed to fit on line (approximately Enter amount from Enter from 'Form Enter amount  Enter amount
20 characters). Do not use Form 1099-INT, 1099-INT, box 8 from Form from Form
punctuation. box 1 or box 3. 1099-INT, box 2. 1099-INT, box 4.

Enter from Form
1099-INT, box 9

Note: Use only 1 interest statement to record all interest income.

Additional Interest, NAEOB, and State Adjustment Entries

TSJ (T= Taxpayer, J=Joint, S=Spouse) column: annotating who received interest is important for state tax purposes.

State Adjustment column: IMPORTANT—When a state return has been selected on the Main Information Screen, the
entries are transferred directly to the state return. If state tax law treats the interest differently, an adjustment has to
be made in the State adjust column.

NAEOB column: Enter:
N — Nominee interest—Interest transferred to another person
A — Accrued interest—Interest paid to seller at time of purchase
E — Federal tax exempt interest

O — OID — Generally not used since most interest reported on Form 1099-OID is fully taxable and should be
entered as ordinary interest.

B — Amortized bond premium—See IRS Publication 1212 for more details.
Interest on in-state municipal bonds is NOT taxable on the federal and state returns (second line in screen shot above).

Interest on U.S. savings bonds is taxable on the federal return but is NOT taxable on the state return (third line in screen
shot above).

Interest on out-of-state municipal bonds is NOT taxable on the federal return BUT is taxable on the state return (fourth line
in screen shot above).

TAX TIP: Always fill in the additional interest form as though there is only a federal return. This
entry is transferred directly to the state return. Then, ask the question, “Is the interest treated
differently on the state return?” If the interest is treated differently, adjust by entering the
appropriate +/- and amount in the State adjust column.
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Schedule B — Ordinary Dividends

Do not make

entries directly on et e {alkiry Pyl _
Iine 5a; Iink to the 5 TR R R T SR R B |
worksheet. — > )
Stmt-Scheduls B, | rrmEmTETmn !
line 5 Dividend Income. Bl = erriaianaaain g T
= o
h ST o}
- OO R
iy .'-'--.D- ni
. .1-—- — g i Y-
g s tary [ 500 sty toee RN = L
e JI_ £y 11T W R
T  —
d  dad e i o e 3 T

Dividend Statement for Schedule B, Line 5 Dividend Income

s Schedule B Diwtlensl s
Crclneey | camnien | Srabe mi] Captal 1260 | 2% | Fed | Ewemet | asT
Faeprr dhidercts | dhidends (TS0 | se- 8 |W| gee gniry gain | wih | nt v | PAS
I | RN N [ | 5 S | | E— | — - - -
e TTT R | Uy o §f of of oN oF O F U NS
[ .oy c.§§ o 0§ O.§ of O.F O Qe
— IR0
from a regulated
- Dy copy .8 0§ o.§ o f 0§ 0085
i R = == I | 0. 0. i = = company (mutual
S — = = A A fund). Do not enter
Enter amount Enter amount from the amount in any
from Form 1099-  Form 1099-DIV, box Enter amount Enter amount other column.
Enter name of DIV, box 1b. 2a. This amount will from Form 1099- from Form 1099-
payer, abbreviate as automatically flow DIV, line 2b. DIV, box 4.
needed to fit on line. to Sch D, line 13.
Enter amount from
Enter amount Form 1099-DIV,
from Form 1099- line 2d.
DIV, box 1a.

Note: Use only 1 dividend statement to record all dividend income.

Additional Dividends Entries

State adjustment: When a state return has been selected on the Main Information Screen, entries made on the Dividend Statement will be
treated the same on the state return. If state tax law treats the dividend differently, an adjustment has to be made in the State adj column.

Example 1: Enter dividends from direct federal government obligations which are fully taxable on the federal return but

tax exempt on the state return. Entering the dividend in the Amount column will result in the dividend showing up as taxable on both the
federal and state returns. Therefore, an adjustment has to be made in the State adj column by entering a “-” and the amount. This will
result in the dividend showing up as tax exempt on the state return.

TAX TIP: Always fill in the Dividend Statement as though there is only a federal return. This entry is

transferred directly to the state return. Then, ask the question, “Is the dividend treated differently on the

state return?” If yes, adjust by entering the appropriate +/- and amount in the State adj column.

Note 1: If Foreign tax paid (box 6) is shown on 1099-DIV, see Tab 5 “Nonrefundable Credits” for Foreign Tax Credit information.

Note 2: 1099-DIV, Box 3, Non-dividend Distribution is a return of basis, not taxed until all cost is recovered. Must reduce cost by
these distributions at time of sale. Once all costs recovered, report as capital gain.

Note 3: 1099-PATR-Rebate/Patronage Dividends issued by co-ops are not taxable for individuals but taxable for a business that
uses expenses paid to co-op as business deduction.



Schedule C—-EZ Business Income

US Schedule CLT Hut Proft from Dusiness
o s e L i T Tespewes O Siise
Fonl;  Senered brformatlon
Yeu mrsy wee this farm
o Hg Do ke sy oF 5,000 T o O srDRee s AL e el
i e i = Bre vy resridresd By Tis Frmm 450
| s L d T ClEF s ourmhg mdhoad i d _ippr el @O and amah Ealor
you + Dhd mect Fege @an inwsndony: af ey e lor frug Businegs. Sas
s it e woar meneduia C, hng 13, intkudters
= Lad mck Fave & ek loas from s = o megk Sediic] exparses fof
[ S i s CHISKEEAS s O yOuE Momes
= Hadl priy ooy busineyy e sither o rck Py g yeser Lnaliowes
i snls proprieiar or shahATIng ndsslve Sy sces Fom
[l Fif Burirs \
A Poncipsl bl o profosson, noldng proadast S =] Buzmass codo
€ Busireess aitw. I rd Se0araie Dusiness Name - e Dlank DEmslxeer D narisr NKIN]
E Buirsis adoredt voladrmg Sule 5 rooff rumib e
Fol roquired |1 tha cama gt o el addross
Dp ceods, ciby or TonwT), Erwd SEabS L. ciiasasa
g F = =Lk = 14t e b ey TEd | 1a
Part B Figiste Youwr Het Profa
UEw ar [ i 5 R i fH T E4 x o B
ol for allewable deduct
T
I oome wess reporbed 10 ovou on Fonm W oo WoGU and Ue "Shshdory
empkieea™ Bo o Il o vass checker] of ¥l 3 & meresr o 8 quates
T e ior e reet A Sy AR Pl SELEDE | Pddrme Nidl] SLERC] Th B eF=dmiHoreT sl
Y. SR G -\ o vn v v m v s e et e T aE A .. E e e, .. . Ll
2 Tolul coponses IF mons e §5, 000, use Scheduls © Lo cavas e - ..-I_
3 Matprof  [fiean then -0 you WUST 018 Schedue C oo rae e e e ea I_
Pat B Informslicn on Your Wehicle yrplale Hg ot ordy il you are Clasming vetscls wave s
A WEES ad gt place Your velfcle i BEPdfd N B PR Pufpnleg EPLLEFTYYY _
E Ot tolal raamssr of mikes §odl trove Yol vercla g the wear, smer e numess aof
s vl aSed A wWilicll 1of
s Business b Commuting g ciher [
'_...' S H e aBadard rreeags ras ol s —_—/‘
i L will v ubwe experses youtstonine 3 sbove . IR <[7es | o
=1 WA e wElisE RO T s Ar ) ST= Mty hoa L !—I [—I
T Doyl (oruolr Eoodss) haw another vahics svallaoks IoF Decsona 15 | . |
Ba D5 wou Pl adense 1o Guppoit vaul Sedueteny & oo cacussissasisasasssanaias ala
B "Yos', 5 Bie ovoorog wnken B e T B C P e R P PR b e [ i |

Note: There are new
questions on the 2011
Schedule C-EZ -

Question F - Did you make
any payments in 2011 that
would require you to file
Forms 1099?

Yes or No boxes

Question G - If yes, did you
or will you file all required
Forms 1099

Yes or No boxes

Note: Schedule C-EZ new
questions on gross receipts
1a Gross merchant card
and third party receipts (see
instructions)

1b Gross receipts not
entered above - see
instructions

1c¢ Gross income reported
on Form W-2 with statutory
employee box checked

1d Total of line 1a, 1b and
1c. If line 1 requires an
adjustment use Schedule C.

Sch C-EZ can be used only
if these statements are true.
See Note below. Only one
Sch C-EZ is allowed per
taxpayer.

To find appropriate code, go
to TaxWise® Help and select
Business 1099R and
Country Codes.

If taxpayer does not have an
EIN, leave blank.

If taxpayer has Form 1099-
MISC for nonemployee
compensation, link and select
New Miscellaneous Income
from 1099-MISC. For cash
income, link and select New
Scratch Pad.

Link to a scratch pad to
accumulate & list expenses.

. ——1If mileage is calculated
you must include it in
the Scratch Pad used
to list other expenses
related to this business.
It is not automatically
included in expenses.

Any Form 1099-MISC with nonemployee compensation (box 7) must be entered on line 1 by linking
to Form 1099-MISC. A separate TaxWise Form 1099-MISC must be completed for each Form 1099-
MISC that the taxpayer provides. For cash payments link to a scratch pad and enter the business

income. All Forms 1099 and scratch

pad income will be totaled on line 1.

Self-employment tax and the adjustment of the deductible portion of the self-employment tax are
automatically calculated and carried to the appropriate forms.

Note: Another requirement for the use of Schedule C-EZ - Did not receive any credit card or similar
payments that included amounts that are not includible in your income (see instructions for line 1a,

Schedule C-EZ).
2-7



Schedule C-Business Income, Page 1
(In-scope limited to Schedule C-EZ criteria except allow up to $10,000 in

expenses)

US Schedule C

Profit or Loss from Business

Taxpayer and Spouse
can each have one
Schedule C.

ThiE Blisiness oF Brotession & owned By the T raspaver T shoiss

To find appropriate

Mame of proprietor:

JOHN 5AMPLE

] 11-11-1111

A

Buziness mdi/

Principal huziness or profession, including product or service

Businesz name. If no separate buziness name, leave blank.

D Emplover ID number (EIM)
R S e e e e _/

Buszinesz address including suite or room number .
Zip code, city or toven, and state

(1) [l caszh 2) [l Accrusl

(3) Wl other (specity:  REEEEEEREEEERERRREREE
Didd wou "materially participate” in the operation of this business during this vear?

If "Ma", lozzes may be limited
If wou started or acquired this business this year, check herg
For state purpozes, check if this business iz an LLC

Accounting method

PartI: Income

= O da b P

Gross receipts or sales
If thiz income was reported to you on Form W2 or W2GLH and the "Statutary
employee” hox onthat form was checked, or yvou are a member of & qualified
joirt werture reporting only rental real estate income not subject to self-employment
tax, check here
Returns and allovwwances
Subtract line 2 from line 1
Cost of goods sald from line 42 on page 2
Gross profit.  Subtract line 4 from line 3
Cther income, including Federal and state gasoline or fuel tax credit or refund
Gross income.  Addlines 3 and 6

Part lI: Expenses

8
9
10
1M
12
13
14
15
16
a
b
1T
18
19
20
a
b
M

Advertizing
Car and truck expenses
Commissions and fees
Contract lsbar
Depletion
Depreciation and section 179 expense deduction
Employes benefit programs (other than on line 13)
Inzurance, ather than heath
Interest

Legal and professional services
Office expense
Penszion and profit-sharing plans
Rert ot leaze

Yehicles, machinery, and eqguipment
Cther buziness property

code, go to TaxWise®
Help and select
‘Business 1099R
— and Country
Codes”.

If taxpayer does not
| __have an EIN, leave
blank.

Note: There are new
questions on

Schedule C-

Question 1 - Did you
make any payments in
2011 that would require
you to file Forms 10997
Yes or No boxes
Question J - If yes did
you or will you file all
required Forms 1099
Yes or No boxes

— If taxpayer has

Form 1099-MISC

for nonemployee
compensation, link
and select New
Miscellaneous Income
from 1099-MISC.

For cash payments,
link and select New
Scratch Pad.

New lines on income
section:

1a Gross merchant
card and third party
network receipts (see
instructions)

1b Gross receipts not
entered above - see
instructions

1c Gross income
reported on Form W-2
with statutory employee
box checked.

1d Total of lines 1a, 1b,
and 1c.

Business miles
automatically entered
from Part IV.

Repairs and maintenance

Following are some of the types of expenses that are in scope for volunteer prepared returns:

advertising, car and truck (standard mileage), commissions and fees, insurance, interest, legal and
professional services, office, rent or lease, repairs and maintenance, supplies, taxes and licenses,
travel, and utilities.



Schedule C-Business Income, Page 2

LS Schedule © Fage 2

MName. | | <o R

Part Hl: Cost of Goods Sold <

33

Cost of Goods Sold

Mathod{s) used i valoe ckrsing mantony
(o} L Cost (o) LJ Lower of cost or market (e} O Cther

34 \Waz thara By CI'I.'.'II'ISI-'r g -1-?.-'-rm|r1|r'.-:| guanhBas coshs, or vaILaon Babaadan
apening and closing imentory? |1 “Yes™, attach explanalion .. .....cceeeeea. L Yes Lo
36 Irventory &l the beginrng of the year I delferant nom last year's closing irmeeriory,
BUBCH 8 SNANBON .« .cocscesasmssrassassscasnnssanasaas sEasmamasasa
36 Purchases ass Cost of hems widrawh Ior personB USE . . . cvrnrerrnrarsssnns
37 Cost of lebor. Do mdl include ary amounts paid o yoursel] . . ..o vrnenrenenes
3B Malenals and swpphes L..oiiaaaa L T B T e A o
39 LI B o e o e o i e e T T = e e T e e S T
B A IEE B0 IO Bl o coc v eie e o sime e i n e S
A1 Ieeantory ot the and of the wear ... . e e e e el

42

Costofpoodssnld. .........c0-- i sl e [ - e

Part IV; Information on Your Yehlcls,  Complele thes part OMLY if you are claiming car or truck

SpansEs on indg Y and arg nol ragquirgd 1o his Fomm 4562 for this busIingss. <«

out-of-scope.

Complete this section
if taxpayer is claiming
standard mileage for

43

45
di
a7

WWhen @id you place your vehiclke in senace for busingss purposes? (MMDOYYYY) RN
i tha Eolal numbeer of mubes you drone your vebicle dunng the yesr, erfer B number of
il o Lisd wour wabicks fod
a Business [ b Commubng IR e cener (R
] 0O < miness milas ol e dlanderd milsage rate of .. -

mpage 1, e e == i Yes | Mo

Was your wificle avallably for personsl wuse Sunng off-guly ROUMRSY ... .-.... e m e [:l D
Dh Wil [OF WOUr Spousa) Ridve andthar vehiclks avalable for personal bsa? @ c.cecaas 0|0
a Do wou leve eadencs [0 support your deicion? &..eeeeraenransnsansannnens 010

b I *Yes", it e eAdence willen? coocnicsssincnnsnsasnasn e nann s nanmsnnn

Fart V: Other Expenses List balow busingss @penses Not inciuded on bnes 3=06 or kne 30

48

s Armaigrt

F ERFE B BRFAFEREAERA

| -
Facasmibe foimm i3 ol epprowe fig directy bo B IR

ar "Frnd Lurrent Form”

Frnt S formm using “Fhr =

car or truck expenses.

Remember to check
the box under line 44a
to calculate business
miles at the standard
mileage rate. This
amount will be listed
on page 1, line 9.

Use this section for
other expenses not
listed in Part Il.
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Schedule D — Capital Gains and Losses, Changes

At the time this publication went to print, screen shots of the new Forms Schedule D (Form 1040),
Capital Gains and Losses and new Form 8949, Sales and Other Dispositions of Capital Assets
were not available.

Schedule D (Form 1040), Capital Gains and Losses - Schedule D was revised to allow for
information return matching, including both new Forms 1099B showing basis and securities
bought before 2011 that don’t show basis. Both the Short and Long sections of Schedule D
bring in amounts from new Form 8949 (which replaces Schedule D-1) separating three types of
transactions. Individual transactions will no longer be listed on Schedule D.

Form 8949, Sales and Other Dispositions of Capital Assets - Form 8949 will contain all capital
gain and loss transactions. None will be reported directly on Schedule D. The subtotals from
Form 8949 will be carried over to Schedule D (Form 1040), where gain or loss will be calculated in
aggregate. Short and long-term transactions are listed by the following categories:

Transactions reported on Form 1099-B that show basis in box 3.
Transactions reported on Form 1099-B that do not show basis in box 3.
Transactions not reported on Form 1099-B

Form 8949 - Other information

A checkbox at the top of Form 8949 identifies the type of transaction reported. A taxpayer with
more than one type of transaction must file a separate form for each type.

Column (b) is for a code that will be used to indicate various adjustments to gain or loss, such
as for nondeductible losses, a gain excluded under section 121 (sale of main home), etc. The
specific codes are still under development...

The last column is used to indicate the amount of the adjustment to gain or loss. Designating the
last column as adjustment to gain or loss allows for adjustments and exclusions to be reported on
the same line as the transaction to which they relate, instead of on a subsequent line as reported in
previous years.

Instructions for Form 8949 will be covered in the instructions for Schedule D. Form 1099A and
Form 1099C (that includes foreclosure info) will fall in the 3rd transaction category “Transactions not
reported on Form 1099-B” - Box C on Form 8949 - which would end up on line 3 or 10 of Sch D.

At the time this publication went to print, the Capital Gain or Loss Transactions Worksheet

was planned to still be used in TaxWise. The information entered on the Capital Gain or Loss
Transactions Worksheet will flow to Form 8949. Please check with your Site Coordinator for the
latest information on Schedule D transactions.
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Schedule D — Capital Gain or Loss Transactions Worksheet

Form 1099-B
box 2
Form 1099-B
box 1a US Sehedule B Cagital Dain o Logs Transacbions Workshest
FOITTI 1099-3’ LSk o YN rl gl S o ok
box 1b or other 1
description as £l I S I Tl W s
prOVided by the eacTighna af | Cadw | MNaie I ey Cone pr il | et T !
taxpayer V :Iﬁplﬂ'r | [ TSty ] | [ | ( I :l'f]v Leam | J lli (= 1] I..
L s e —!IH—'I If not stated on Form
I I )
e ———= —— 10 i 1?29 B l i;mkerage
[Py — 10 i statemen, laxpaysr
O L L —— ] — will need to provide
5§ ¥ § F @ Nmy B basis. If cost basis
. §F §F F 0§ @ Wiwy B is zero (such as
back to Sch D and
use the estimate
function key to delete
red on cost basis.
Note 1: Use VARIOUS for mutual funds. When using various for multiple short-term transactions, the S/L

column must be overridden and an S entered. The holding period for long-term transactions is one

Note 2:

Note 3:
Note 4:
Note 5:

year and one day.

Use INHERIT for inherited stock in column B if property was inherited from someone who died before
January 1, 2010 and after December 31, 2010. Special rules apply to property inherited from someone
who died after 2009 and before January 1, 2011. See Publication 4895 for additional information. Check
volunteer in-scope limitations.

For withholding on Form 1099-B, enter on the Dividend Statement for Schedule B.
Sales commissions and fees must be added to the basis unless they are reflected in Form 1099-B box 2.

Net losses greater than $3000 will be shown on TaxWise Sch D Wkt 2. Excess losses will carry-forward

to future tax years. Regarding capital loss carryforward, take current year’s allowable deduction into ac-
count whether or not claimed. Always put Schedule D, Wkt 2, with taxpayer’s papers.



Examples: Capital Loss* on Foreclosure

Form 8949 (2011)

Attachment Sequence No. 12A

Page 2

Name(s) shown on return. Do not enter name and social security number if shown on other side.

Your social security number

IZI] Long-Term Capital Gains and Losses—Assets Held More Than One Year

Note. Please round and use whole dollars on this form.

O (A) Long-term gains and losses
(Form 1099-B, box 3, shows basis)

Check the box below that describes the transactions listed on this page.
Caution. Check only one box. If you have more than one type of transaction, complete a separate Form 8949 for each type.

O B) Long-term gains and losses (Form
1099-B, box 3, does not show basis)

(C) Long-term gains and losses
(Form 1099-B not received)

(a) Description of property b) Cod (c) Date acquired (d) Date sold (e) Sales price (f) Cost or other basis | (g) Adjustments to
3 (Example: 100 sh. XYZ Co.) (b) Code (Mo., day, yr.) (Mo., day, yr.) (see instructions) (see instructions) gain or loss
MAIN HOME FORM 1099-A C 05/15/2002 10/01/2011 $200,000 $300,000 $100,000

*Loss on personal residence is not deductible.

Long-Term Capital Gains and Losses —Assets Held More Than One Year

i : Adjustments to .
Note: Please round and use whole dollars on this form. é?ni?sl)eségiﬁfnm ‘Q,Sﬁg{,ﬁ{geégbf; © (g)aF‘Q,‘:ﬂ ('S?S;éﬁ{gym oémb?r?é"c&ﬁ?nisfe),
column (e) line 4, column (f) line 4, column (g) (f), and (9)
8 Long-term totals from all Forms 8949 with box A
checked in Part Il . . ( )
9 Long-term totals from all Forms 8949 W|th box B
checked in Part Il . . ( )
10 Long-term totals from all Forms 8949 W|th box C
checked in Part Il . $200,000 ( $300,000 $100,000 0
11 Gain from Form 4797, Part |; Iong -term gain from Forms 2439 and 6252; and long-term gain or (loss)
from Forms 4684, 6781, and 8824 11
12 Net long-term gain or (loss) from partnerships, S corporations, estates, and trusts from Schedule(s) K-1 12
13 Capital gain distributions. See the instructions 13
14 Long-term capital loss carryover. Enter the amount, if any, from I|ne 13 of your Capltal Loss Carryover
Worksheet in the instructions . e e 14 |( )
15 Net long-term capital gain or (loss). Comblne Ilnes 8 through 14 in column (h). Then go to Part lll on
the back . 15 0

For Paperwork Reduction Act Notice, see your tax return instructions.

Cat. No. 11338H

Schedule D (Form 1040) 2011

TaxWise Hint: To exclude debt forgiven on principal residence, select Form 982 from Add Forms. Complete Line
1e and line 2 (1099-C, Box 2, Amount of Debt Canceled) and attach to return. Line 3 and line 10b
will be red (estimated), but can unestimate using F3 in TaxWise desktop or Ctrl-Space in TWO.
Special certification is required for Cancellation of Debt.
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Example: Applying Section 121 Exclusion to Capital Gains on
Sale of Main Home

Form 8949 (2011) Attachment Sequence No. 12A Page 2
Name(s) shown on return. Do not enter name and social security number if shown on other side. Your social security number

Long-Term Capital Gains and Losses—Assets Held More Than One Year

Note. Please round and use whole dollars on this form.
Check the box below that describes the transactions listed on this page.
Caution. Check only one box. If you have more than one type of transaction, complete a separate Form 8949 for each type.

R7Y Long-term gains and losses [ B) Long-term gains and losses (Form (C) Long-term gains and losses
(Form 1099-B, box 3, shows basis) 1099-B, box 3, does not show basis) (Form 1099-B not received)
(a) Description of property b) Cod (c) Date acquired (d) Date sold (e) Sales price (f) Cost or other basis | (g) Adjustments to
3 (Example: 100 sh. XYZ Co.) (b) Code (Mo., day, yr.) (Mo., day, yr.) (see instructions) (see instructions) gain or loss
MAIN HOME Form 1099-A B 05/15/2002 10/01/2011 $200,000 $125,000 ($75,000)

4 Totals. Add the amounts in columns (e) and (f). Also, combine the
amounts in column (g). Enter here and include on Schedule D, line 8

(if box A above is checked), line 9 (if box B above is checked), or line
10 (if box C aboveischecked) . . . . . . . . . . . .p» | 4 $200,000 $125,000 ($75,000)
Form 8949 (2011)
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Schedule D — Capital Gains and Losses, Page 1

SCHEDULE D
(Form 1040)

Department of the Treasury
Internal Revenue Service (99)

Capital Gains and Losses

» Attach to Form 1040 or Form 1040NR. » See Instructions for Schedule D (Form 1040).
» Use Form 8949 to list your transactions for lines 1, 2, 3, 8, 9, and 10.

OMB No. 1545-0074

2011

Attachment
Sequence No. 12

Name(s) shown on return

Your social security number

Short-Term Capital Gains and Losses—Assets Held One Year or Less

(e) Sales price from | Gost or other basis| (@ Adiustmentsto | ) Gain or (loss)
Note: Please round and use whole dollars on this form. Form(s) 8949, line 2, | from Form(s) 8949, gﬁgrﬁq’('sc)’%%f{g‘m Combine columns (€),
column (e) line 2, column (f) line 2, column (g) (), and (g)

1 Short-term totals from all Forms 8949 with box A

checked in Part | ( )
2 Short-term totals from all Forms 8949 W|th box B

checked in Part | ( )
3 Short-term totals from all Forms 8949 W|th box C

checked in Part | ( )
4 Short-term gain from Form 6252 and short-term gain or (loss) from Forms 4684, 6781, and 8824 . 4
5 Net short-term gain or (Ioss) from partnerships, S corporations, estates, and trusts from

Schedule(s) K-1 5
6 Short-term capital loss carryover. Enter the amount, |f any, from Ilne 8 of your Capltal Loss Carryover

Worksheet in the instructions 6 |( )
7 Net short-term capital gain or (loss). Combine lines 1 through 6 in column (h) . 7

Long-Term Capital Gains and Losses—Assets Held More Than One Year

Note: Please round and use whole dollars on this form.

(e) Sales price from
Form(s) 8949, line 4,

(f) Cost or other basis
from Form(s) 8949,
line 4, column (f)

(9) Adjustments to
gain or loss from
Form(s) 8949,

(h) Gain or (loss)
Combine columns (g),

(), and (9

column (e) line 4, column (g)
8 Long-term totals from all Forms 8949 with box A
checked in Part Il . . . .. ( )
9 Long-term totals from all Forms 8949 with box B
checked in Part Il . L. . .. ( )
10 Long-term totals from all Forms 8949 W|th box C
checked in Part Il . $200,000|( $125,000 ($75,000) 0

11 Gain from Form 4797, Part |; Iong -term gain from Forms 2439 and 6252; and long-term gain or (loss)

from Forms 4684, 6781, and 8824 o 11
12 Net long-term gain or (loss) from partnerships, S corporations, estates, and trusts from Schedule(s) K-1 12
13 Capital gain distributions. See the instructions P - - 13
14 Long-term capital loss carryover. Enter the amount, if any, from line 13 of your Capltal Loss Carryover

Worksheet in the instructions e e e 14
15 Net long-term capltal gain or (Ioss) Combme ||nes 8 through 14 in column (h). Then go to Part Ill on

the back . 15

0

For Paperwork Reduction Act Notice, see your tax return instructions.

Cat. No. 11338H

Schedule D (Form 1040) 2011
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Schedule D — Capital Gains and Losses, Page 2

L] Yes. Complete Form 1040 through line 43, or Form 1040NR through line 41. Then complete
the Qualified Dividends and Capital Gain Tax Worksheet in the instructions for Form 1040,
line 44 (or in the instructions for Form 1040NR, line 42).

[1 No. Complete the rest of Form 1040 or Form 1040NR.

Schedule D (Form 1040) 2011 Page 2
Part il Summary. Note: Please round and use whole dollars on this form.
16 Combine lines 7 and 15 and enter the result 16 0
e [f line 16 is a gain, enter the amount from line 16 on Form 1040, line 13, or Form 1040NR, line
14. Then go to line 17 below.
e |f line 16 is a loss, skip lines 17 through 20 below. Then go to line 21. Also be sure to complete
line 22.
e [f line 16 is zero, skip lines 17 through 21 below and enter -0- on Form 1040, line 13, or Form
1040NR, line 14. Then go to line 22.
17  Arelines 15 and 16 both gains?
[] Yes. Go to line 18.
[ No. Skip lines 18 through 21, and go to line 22.
18  Enter the amount, if any, from line 7 of the 28% Rate Gain Worksheet in the instructions . . » | 18
19  Enter the amount, if any, from line 18 of the Unrecaptured Section 1250 Gain Worksheet in the
instructions . . . . . . . . . . . . . . . . . .01
20 Arelines 18 and 19 both zero or blank?
[] Yes. Complete Form 1040 through line 43, or Form 1040NR through line 41. Then complete
the Qualified Dividends and Capital Gain Tax Worksheet in the instructions for Form 1040,
line 44 (or in the instructions for Form 1040NR, line 42). Do not complete lines 21 and 22
below.
J No. Complete Form 1040 through line 43, or Form 1040NR through line 41. Then complete the
Schedule D Tax Worksheet in the instructions. Do not complete lines 21 and 22 below.
21 If line 16 is a loss, enter here and on Form 1040, line 13, or Form 1040NR, line 14, the smaller of:
* The loss on line 16 or 21 |( )
¢ ($3,000), or if married filing separately, ($1,500)
Note. When figuring which amount is smaller, treat both amounts as positive numbers.
22 Do you have qualified dividends on Form 1040, line 9b, or Form 1040NR, line 10b?

Schedule D (Form 1040) 2011
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How to Complete Form 8949, Columns (b) and (g)

IF... THEN enter in AND...

column (b)
You sold your main home and you can exclude Enter the amount of excluded
some or all of the gain from the sale . . . B (nontaxable) gain as a negative

You have a nondeductible loss other than a loss
indicated by code AR, W or PA . ..

You received a Form 1099-B (or substitute
statement) and the type of gain or loss indicated
in box 8 is incorrect. . .

You received a Form 1099-B (or substitute
statement), the basis shown in box 3 is
incorrect, and the correct basis is higher than
the basis shown in box 3 of Form 1099-B (or
substitute statement). . .

You received a Form 1099-B (or substitute
statement), the basis shown in box 3 is
incorrect, and the correct basis is lower than
the basis shown in box 3 of Form 1099-B (or
substitute statement)...

You have an adjustment not explained above in
this column...

number (in parentheses) in column (g).

Enter the amount of the nondeductible
loss as a positive number in column

(9)-

Leave column (g) blank. Report the
gain or loss in the correct Part of Form
8949.

Enter the difference between the two
amounts as a negative number (in
parentheses) in column (g).

Enter the difference between the
two amounts as a positive number in
column (g).

Enter the appropriate adjustment in
column (g).
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1099-R Pension and Annuity Income

Form 1099 Alert
U 185508 Distr ivullons firemn Profit-Sharing, Retirement Plana, FA's, ete. The dollar value entries in this section
must be an exact match of the paper
T 105r-R i5 for I n R D e T ] FOfm(S) 1099-R.
Complete TaxWise® version of 1099-R
D Chech f (Mg 1099-R o hadcherflen, slered, or appesrs nol b be a frus T0E2G5UR D(ml:-l_'.lg-:l using information from taxpayer’s
Form 1099-R or Form RRB-1099-R.
Forers i [ <- F5ter Sub 1055 | 1 Gacsa (BRBne 7) T oainte mmcunt ot
tare code  [HEER [ 6. determired . .. .... OJ
Distribution codes for box 7 can be
Faryers rsme ¥ Taosbls mmourd Tobel desrination ... ] found in TaxWise® by accessing from
T T T T ITE] [ A Biect 10 wveraging . . O] /box 7 or on the back of Form 1099-R.
Papei's core of nass LUse % o cane of If Code A in Box 7 (lump sum distribu-
RO e D p e 3 Caplal gain o bne 2 4 Federsl tax tion), it qualifies for special tax treat-
Paryei's sddnesd | G ments and is out-of-scope.
B aaers vm o =oe
P S0, CHY, N § Employes » it " Review box 4 and box 10 to insure tax
=i =nrr—a—s iz EHEEE v £ Bppracamionin _~witheld was entered and is correct.
WU NS Pr e
Riscpient's socil securty umber: NSRRI _/
- Check if Code 3 is in box 7—person on
Pl qutrs naene T Codey~ RA 2/ disability but under retirement age. This
[TAXPAYER SAMPLE ... ... .. -] = Smple . [ makes the amount go to Wages, line 7
Redyments addresy on Form 1040, rather than the pension
b MATHIN BRIWE -+ =rornvnrasannnanaif ChasCi o i nbaliy el e bt er 12 (ki D‘ line.
R | e 0 force Form e e 1] el O,
oot oo BGUO0LGS- - N s A
b Tolsl emploves ome early distributions may be exempt
Az courd rumiber (opbonal) cacari s from additional tax. Add Form 5329.
BT T N Enter the exception code and amount
in Part I. Only Part | is in-scope for
Zee P Help o the sinte 19 E-t-lleh'-:/ 11 Sslead st Do (12 Stabe distribution VITA/TCE.
Py B Ll o1 't [ e [ 0. See Tab 6, Other Taxes and Payments,
Exyres for details on Form 5329.
nstructons vary by siste EEN & s
Chszii if apples
Box 1 [ |13 Localbax 14 Locally rams 15 Lol detri fion
,EL \ ' E —r — W— With Form 1099-R selected, link to Help
e O 0. 4 pwsasal [ screen to bring up 1099-R instructions.
Scroll to and select applicable state for
f state instructions on use of boxes 1, 2,

1099-R Dollar Value Boxes

and 3 and Railroad Retirement.

Box 2: No amount is entered if the Simplified Method is used. Do not make an entry in Box 2. The entire Box 1 will be
taxable unless an amount is calculated/entered in the Exclusion Worksheet or Simplified Method sections on the lower

section of this screen.

Box 3: Capital Gain will be shown for a Charitable Gift Annuity (Code F). The difference between the Distribution shown in
Box 1 and the capital gain shown in Box 3 will appear on Line 15 of the 1040. A schedule D must be completed to report
the Capital gain. Describe as “FROM 1099-R”. The Gain should be the amount from Box 3 and the gain is Long Term.

Box 4: Review Box 4 and Box 10 to ensure tax withheld was entered and is correct.

Box 5: If the payer has calculated the taxable amount of the pension in Box 2, generally the difference between Boxes 1
and 2 will appear in Box 5. If Box 5 is the amount of health insurance premiums, you must MANUALLY carry the amount
to the Schedule A if the taxpayer is itemizing deductions.

Box 7: Take care to enter the code shown on the 1099-R. Refer to Tab 6, other Taxes and Payments, for the more
commonly encountered codes or F1 to view a listing of all codes. If the code is not listed,it is considered out-of-scope.
This section also includes exemption to remove the penalty on some early distributions exempt from additional tax using

Form 5329 if appropriate.

Box 9b: This information may alternatively appear in Box 5 although you cannot tell if it was “employee contribution” or

“health insurance premiums” unless it states so on the 1099-R. If an amount appears in this box and a taxable amount is
not shown in Box 2, the taxable amount box “2” remains blank and red until you complete the “Simplified Method” section
of this form, described below (this will also “get the red out”).
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1099-R Exclusion Worksheet
(lower section of 1099-R screen)

Fechruion Wio b ehs el

This worksheet is used to
recover the taxpayer’s original

Rollover — Exclusion Worksheet

Make sure the Box 7 IRA is checked before starting. TaxWise will

transfer the amount to line15 on the 1040. An IRA Rollover may

be either:

* DIRECT transfer of securities or funds from one financial
institution directly to another. If the funds were transferred
from a Traditional IRA to another traditional IRA, Box 7 of the
1099-R should be coded “G” and the amount will be shown
as non-taxable on line 15b. This Exclusion Worksheet should
have no entries.

* INDIRECT rollover is when the taxpayer receives a
distribution (Box 7 indicates a normal or early distribution) but
reinvests it in another IRA within 60 days. The amount rolled
over will be non-taxable.

* Sometimes a withdrawal includes both a regular distribution
(generally taxable) and a rollover (generally non-taxable).
The exclusion worksheet is used to input the amount that will
not be taxable or transfer the distribution information to Form
8606 as necessary.

Line 1-Enter the full amount of the rollover (not distribution or

ROTH conversion)

*  This checks the “Check if rollover” box on 1040 line 15b

*  Click in the red box on 1040 line 15b and press F9 to link
to the “New form 1040 IRA Rollover Explanation worksheet
and explain the rollover (e.g. IRA rolled from “bank ABC” to
“savings & loan DEF”)

Line 2-Enter any amounts that are paid directly to a charity if

the person was 70-1/2 when donation was made. This makes

the distribution non-taxable. The TP does not get a charitable

deduction (EXPIRED-may be extended).

Line 3-Amount rolled over to an HSA out-of-scope.

Line 4-Enter qualified amount (up to $3000) for health and/or LTC

insurance paid from the retirement plan. Amount may be in Box 5

of the 1099-R or in a letter from the plan.

Line 5-Do not enter an amount as this is out-of-scope. However,

do not forget to check any applicable boxes.

i Arvcusd obed sy . Sbeaasiiian oo | IR contributions. The employee
T Ararl, uga b FUONDJEN], i) chractly by e DuiSes of e WA 1S 8 Contributions are Shown I-n bOX5
ehiwinbie ciganinaban  The conod rassl haves Been of basl 70 0T
whieh P ﬂli‘vlu'u-u'. e . . ‘" gl X _ or box 9b on Forms 1099-R’ CSA-
5 At ol gl o AN HES. Thid slsca i ereeesialin i San 1099-R and CSF-1099-R and box
ik s cowes Drace i T reciplert . ifetins | 0] 3 of Form RRB-1099-R. “Partially
4 Releed pobls satsty ginoess - pmeint, Ui 130000, padd depctly Taxab/e-simp/iﬁed Method” below
Friwn i gl Tend gy fmoidinl s 15 gy Feolllh i cpesliSeed] K-l
pang Inmasncs for the Incpapsr, spoliss, or depercsris
£ Evsipinds BTl U 1D BB PSR BeInanas 51 CabsiiAnes
Ul previass yoar. or by e, B aiecifically |ar-saemgl | Ep— ]
b i ool L’ﬂfﬁ;:j "::: iz i O Enter the amount paid for qualified
= N A i TS i g DaSharel FLE B g Fddh R lnsyrance p.remlums pald by a
el O retired public safety officer.
¥ PART of thin distribution wea converted 5o 8 Rath 8,
el s arieed COfreRrled - .., e e & !_
L
Stimiplrisid Mathicd
1 Citwid, it S b ol The arviuily ibartiog dade (R e X | o]
T Oreck wge of primary srsEsn B arnty shaving dats
[ 55 o wrsder m B [Jeies
DH' n D.‘Ilrl-i:n
[ creck  the mrraiy pinrting dsle @ wter 11 ADATEG
[ chock: # B awmddy slmbing dude i wler 15HHHT ol
E [T o Ll WA L 0N Dy Taxpayer should have documentation
Iﬁ-:-f-ﬂc“c-mrl ] g of .muE;:. ﬁ?; v shurting HEI G of the recovered tax-free amounts
Ol 151140 O 151 o e 5 from previous years or last year's tax
¥ Fociusbon per maonth T retum.
4 Mumiser o PaniiE A afenh DEATENLE S 1ECEREE TR Ve E
& IFeairady dalnd als 1S, onbe e ariasl reddwrmid 1an
Tross i i e | 0]
§ Eosison . .. B A e | a— |
I Rerainig cosl 6 Pa e o aively | 0

*  The box: “Ever made nondeductible IRA contributions” would add
an incomplete 8606 (red) and would therefore be out-of-scope.

*  The box: “conversion from a traditional to a ROTH” would add
a completed 8606 (blue)

* If part of the distribution was converted to a ROTH. That part
would be taxable and a completed 8606 (blue) will be added.

Partially Taxable - Simplified Method

If the taxpayer made after tax contributions toward the pension,
a portion of the annuity payment is not taxable; however, if the
starting date of the payments was prior to July 2, 1986, the
entire amount of the taxpayer’s contribution probably would
have been recovered under the “Three Year Rule” and you
should enter the entire amount in Box 2.

Line 1-If Box 2 is blank, enter the total amount of employee
contributions from 1099-R, Box 9b on Line 1.

Line 2-Check the appropriate box for the primary annuitant’s age
when the annuity payment started (not his or her current age).
Depending on the annuity start date, you MAY have to check one
of the two boxes relating to annuity starting date.

Note: the second box is used ONLY if this is a joint or survivor
annuity, in which case the combined ages at the time the annuity
started must also be checked. Errors in checking these boxes
WILL result in an incorrect tax-exempt amount.

Line 3 - Calculated entry.

Line 4-Enter the number of months for which payments were
received during the tax year, which will usually be 12 except for
the year in which payments started or ended.

Line 5-Enter the amount recovered tax free in prior years in the
next box; you need to either (1) look at last year’s tax return to
determine this amount or (2) calculate the amount using the
monthly amount computed by TaxWise times the number of
months prior to the current tax year.

Line 6-The non-taxable amount is calculated by TaxWise and
taxable amount is reflected on Form 1040 line 16b. The Taxable
Amount box on the TaxWise 1099-R will remain blank.
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Railroad Retirement, Civil Service, and
Social Security Benefits

ﬁ : Form RRB-1099-R—Tier 2 (Green form) Non-Social Security Equivalent Benefits (NSSEB)— I
NSSEB includes all Tier 1 and Tier 2 Railroad Benefits not included on Form RRB-1099. It should
be treated the same as any other qualified employee retirement plan.

Enter RRB-1099-R data on TaxWise® Form 1099-R as follows:

Box From RRB-1099-R To TaxWise®

3 | Employee contributions 1099-R box 9b and line 1 of Simplified Method section
7 | Gross distribution 1099-R box 1
9 |Federal income tax withheld |[1099-R box 4

12 [ Medicare premium total Sch A—Detail—if itemizing deductions

Complete TaxWise® Form 1099-R as follows:
* Click in box to the right of box 1—*Taxable amount not determined”.
e A distribution code (box 7) is required and the code is “7” unless the interview with the
taxpayer indicates it is not a normal distribution.
* Complete Simplified Method section, if applicable.
o “X” the Railroad retirement box to the left of block 13 for railroad pensions that qualify for
subtraction on state returns.

2: CSA-Form 1099-R—Civil Service Retirement Benefits—The Office of Personnel Management
issues CSA-Form 1099-R for annuities paid or CSF-Form 1099-R for survivor annuities paid. The
CSA-Form 1099-R box numbers reflect the standard numbering on a Form 1099-R. If the taxable
amount is not calculated in box 2:

e The Simplified Method must be used.
* Enter box 9b on line 1 of the Simplified Method section, if applicable.
e Complete the other required entries of the Simplified Method section.

3: Form RRB-1099—Tier 1 (Blue form) Social Security Equivalent Benefits (SSEB)—Treat the
benefits reported on this form just like the information reported on SSA-Form 1099. (See below)

Note: If there is any amount in box 7, 8, or 9 (benefits for previous year), refer your client to

a tax professional.

4: Form SSA 1099—Social Security Benefit Statement—The Social Security Administration issues
Form SSA 1099 to report benefits paid. Use the following procedures for entering this information
into TaxWise®:

* From Form 1040, line 20, link to 1040 Wkt 1.

e Scroll to Social Security and Railroad Tier 1 Benefits section.

e “Social Security Received This Year'—Enter Form SSA 1099, box 5 amount, or Form RRB
1099, box 5 amount. Verify recorded on the proper lines and in the proper columns (if a joint
return).

e “Medicare to A"—Enter Form SSA 1099, Medical Premiums (include Part B and Part D) or Form
RRB 1099, box 11 amount.

e “Federal Tax Withheld”—Enter Form SSA 1099, box 6 amount, or Form RRB 1099, box 10
amount.

e TaxWise will perform all the calculations to determine the taxable amount based on other

\ information in the return. j
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1099-R Entry Variations

A. Example 1 (most common)—An amount is entered in box 1, box 2a is blank or the same
amount as box 1, the distribution code in box 7 is [7], and nothing is entered in boxes 5 or 9b.

e The amount in box 1 is fully taxable. TaxWise® will transfer the amount in box 1 to Form
1040 page 1, line 16b. Nothing has to be entered in box 2; use the estimate function to
remove red.

B. Example 2—An amount is entered in box 1, box 2a is blank, the distribution code is [7], and
an amount is entered in box 9b.

* The Simplified Method section will have to be completed to determine the amount in box
9b that will be tax free. TaxWise® will automatically deduct this amount from the amount
in box 1 and enter the result on Form 1040 page 1, line 16b. See 4012, Partially Taxable-
Simplified Method.

* Do not make an entry to box 2 of Form 1099-R.

C. Example 3—An amount is entered in box 1 and the taxable amount (other than zero) is
entered in box 2a with a distribution code of [7]. There may or may not be an entry in box 5.
Generally, the amount in box 2a is [box 1 minus the amount in box 5].

* The payer has made things easy by providing the taxable amount. TaxWise® will enter the
taxable amount on Form 1040 page 1, line 16b.

D. Example 4—An amount is entered in box 1, box 2a is blank or zero, an amount is in box 5,
and the distribution code is [7].

e Generally, the amount in box 5 should be nontaxable and therefore should be subtracted
from line 1 and the result entered on Form 1040 page 1, line 16b. The tax preparer must
ascertain from the taxpayer what amount should be nontaxable. In the TaxWise® 1099-R
form, enter the tax-exempt amount on line 5 of the Exclusion Worksheet. (The Exclusion
Worksheet is located just below the primary 1099-R form.) TaxWise® will subtract the
amount from line 1 and enter the result on Form 1040 page 1, line 16b.

Note: If zero is entered in box 2 of TaxWise® 1099R, the box will become red and lines
1 and 2 of the Exclusion Worksheet will become red. This indicates that there is a
required entry in the Exclusion Worksheet. Enter the tax-exempt amount on line 5 of the
Exclusion Worksheet. TaxWise® will subtract this amount from line 1 and enter the amount
on Form 1040 page 1, line 16b. Then the red on line 2 and in the Exclusion Worksheet will
disappear.

Social Security Lump Sum Distribution on Form SSA-1099 (if distribution causes a taxable
liability).

Step 1-Enter Box 5 total in the Social Security received this year line on 1040 Wkt 1

Step 2-Calculate amount paid for current tax year by subtracting prior years from box 5 benefits

Step 3-Enter in appropriate box at bottom of worksheet

Step 4-Link to Lump Sum Wkt from line, “amounts taxable from previous years”

Step 5-Enter pertinent prior year at top of Lump Sum Wkt (eg, 2010) and check appropriate marital status for that year
Step 6-On line 1, enter amount of benefits received in prior year and amount for prior year received in current year
Step 7-On line 3, enter AGI for prior year

Step 8-On lines 4 and 5, enter adjustments/exclusions and tax exempt interest amounts for prior year

Step 9-Close worksheet; repeat steps 4-8 for additional prior years
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Rental for Military On

Schedule E — Rental and Royalty Income and Loss (Limited)
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Note Schedule E has changed as follows:
Questions A and B

Question A - Did you make any payments in
2011 that would require you to file Forms 1099?
Yes or No boxes

Question B - If yes, did you or will you file all
required Forms 10997 Yes or No boxes

Line 1 After entering address you enter the
applicable code (shown below) for the item -
Example - royalties is code 6

Line 2- enter the number of days the property
rented at fair rental and another box for number
of days used for personal purposes.

Income section

Line 3a - Merchant card and third party
payments

Line 3b - payments not reported on line 3a
Line 3c - total (not including amounts on 3a that
are not income)

Use Schedule E to report rental income only
when taxpayer is not in the business of renting
property.

Use separate columns for each rental property.

If Form 1099-MISC is recieved with amounts
in Box 1 or 2, or a K-1 and no associated

"H

expenses, then return is in-scope.

Enter rent received.

Link from Form 1040, line 17 to Sch E. On Sch
E, complete line A and then go to line 3 or 4 and

.
4
B
3
¥

|/

|

A

link to New Miscellaneous Income from 1099-
MISC or K-1. Fill in the 1099-MISC. Information
will be brought forward to the Sch E and line 17.

Can deduct hazard insurance as reported on
™ Form 1098.

Most common entries:
e homeowners association fee
e telephone bills

«—Link to Form 4562.

Note: Income-only sources such as land rent (real estate taxes only: no depreciation), rent/royalty from oil
leases, or K-1 net royalties, are in-scope with Advanced Certification.
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3. TaxWise®
Adjustments to
Income
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Form 1040 — Adjustments to Income

Adjustments 1o INCome
23 EducalOr BXpENSES ..........cceccccscanasassssanacacass [ 0.
24 Cerfain business axpanses of reservisis, qualified performing arlists,
and fes-based govemnment officials. Form 2106 er2106-E2 . __ .. . . _ |
25 Heakh savings accound deduction. Form B82S . . . .. | IR
26 Moving expense. Form 3903 [ 0.
27T Ome-half of sei-smployment tax . ... ... 20 | <
28 Self-employed SEP, SMPLE, and quul-‘u:i:l plans ............. .. | IR
23 Self-employed health inswrance deduction . .. |
30 Penaly on early withdrawal of savings . |l | <
M Almony pakd
Recipient's S5H — and amount . [ 0.
32 RAdeducton . . ... _\
33 Studeni loan interest dedur.‘lrun e [ o]
M Tultion and fees deduction . . /- | R
35 Domestic production actiiies deducton. Form [ O]
Other. Reforestsbion . .. ... .. ... .../ o eienn-. .. | R
Sub-pay (Trade Act) . . .....0...one .. | R
Jury duty pay turnad in 6 youramployer T . _
SOf(cHBpensionplam ../ .. ... ... enfoo.. [ a.)
Ciean-fuel vehicks _ . . . .. | IR
Form 2555, mus .. | IR
............. .. | IR
-
36 Total adjustment . I— 0 ]
nw #qun:d-;yﬁln:m:/ [ 110
/
/

Hint: (Must be Certified for Military) Link from line 26 of
Form 1040 to access Form 3903, Moving Expenses.
Check the box near the top of the form to indicate an
Armed Forces PCS move.

Hint: If the taxpayer contributed to
a Roth or a traditional IRA, whether
it is deductible or not, you should
link to the IRA worksheet from Line
32 of Form 1040 and enter the
amount of the contribution on the
appropriate line. (see note)

Health Savings
Account - link to
Form 8889

To complete this
section:

Auto calculated
from Sch SE.

Flows over from
input of 1099-
INT in Interest
Statement.

If the taxpayer paid
alimony to more
than one person,
from Form

1040 line 31a link
to the Alimony
Paid Worksheet.
TaxWise will
display the total
for all alimony
payments on line
31a.

Link to 1040-
WKT2, Student
Loan, Education
Worksheet, and
insert the amounts
of student loan
interest paid.

Note: Taxpayer’s age must be 702 or younger to contribute to a traditional IRA; if married filing
separately, could not have lived together any time during the year.
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Form 1040, Page 2 — Deductions

Taxable Income and Tax

=0
a

Amourt o hng 57 [Sfjusbed gross incomB)] ... e v rarererrroresersarea [ D
Tavpayer . . . L1685 or alder L Biing; Spouse: 65 or oider ClBiing |

TR i MO 15 i e bt e S T S B BB e e e e g

If wiou are marmied filing separstely and your spouse temizes deductions, or

yvou are @ dush-stalus alien, checkhere orF3 voveerensecesneranensnne |

If itemizing

deductions, link

to Sch A ltemized
| Deductions.

Complete the

blank fields

that apply to

the taxpayer’s

situation.

40 Iernlzed deductions eor standard deductlen.  1f you elsct to itermize

disduchons e lhough the slandard deduechon is Ergar, checkre . .ooua.. O

If you vesre ar are a resident of Pusdo Rico and are excluding Puerto Rico | /

MCQme, oF You are exchudng incomde on Form 42063, check here (Gechon §32) | [ 11,400.]
41 SUDact e 40 BT A0 3 o s torvin s rrrbn s as 4 N A |
42 Exemptions. Mulliply $2 650 by the lotal number of axemptions on e 6d . . .. .. | [IKINKGEGEEEE
BN T I T M v 0 A L T S 0 o A |
dd  Tax., From.. te L tabbe or schedule (N Form agi1s

Ll schedute O Tax workshest [ Schedule J
Foreign earred incorms bcoworleshesl oo . ..

Chack if any tae is frome LIFormis) 86814 Llrorm4ara..... |

Educaion crodl recaptun Smoul .. .. .cci.iisiaisciiiinan T T
45  Ahternstive minlmum tax.,  AStach Form G351 | ... i s cmcmcmcennns |
BB e A A A 7 e e e e s e

Note:

e TaxWise will automatically calculate the standard deduction based on the information collected from the approved
intake and interview sheet and entered into the Main Information Sheet. If the taxpayer cannot take the standard
deduction, TaxWise will prompt the preparer to itemize deductions.

[ )

TaxWise will automatically calculate a dependent’s standard deduction, if the box indicating, “the
claimed on another person’s tax return”, has been checked in the Main Information Sheet.

taxpayer can be



Schedule A - Itemized Deductions

S Scheous & Eamized Deducticng
Mame. | | = o EERREREEE
Muodical and Dental Expences
“~
1 Unreimbirsed madical ano derbal S5Demmes 2o vvncescnecssee | NE
2 Amount from Pomm 1040 imne 238 . .rsnremranrann | R
I MUBPYICD 20y T 5% .. ariarraranraarraranraarasnanas 0.
d Sublrach i 3 romi i 1 .. coacsavsassasasssana snaasaansssasnassnsasa _

Taxes You Pald

B e B DGl Tkt Dinly Of boo S b SR CkE] /
o O ineama s ... _|SEE— |
b [ Coneral salsa b . .ooeneaianciansanannnan ——ﬁ

& Real estat ta remander from Form 8823 .. ... ... [
Feal estate bax remande rom
] P WPKSEES » 2 v v v rsmrnmme e | O] /
Rl ot Brodess 0 wols” priccipal risti denice -
ol ised abid L iiiacierisssasnaanaa TE I _
Cheer real ectabs tawes vou paid, ok hebed
alzewhers in this bacrehrm L ... ....0000. 150 1R |

T Maw rmeobor bl beags Ior cerlein vehicss purchassd in
03, Shap i lird if B S0 0% el .. . i rearaaen 50 §F 'R

B e bass {inciuding parsondl propaity T
Farsonal propsrny [ad remainder irom Dusiness /
wehicls werkshest O]
Typr | - | |_‘Ii

L= T T T o [ 0.

Il erewt vou Fad

10 Home mokgage interest remaincer from Borm 2226 ., | [TNNGNGNGER
FhTHE FROHDGAGE IFEENESE rirnalngir Iram part rectal
i bl Sl _
Form S350 cradl, ifaophcabds & o.oviawas TS I _ /
Haome mortgage intenest and poirts from
Form 1065, nothshod abo™ vy vwwrsmnss im0 ‘N ]

11 o romgagd IFtenst Aol rigarted on Forem 1050
If it by ircliadhadl, shey i peton’s nives, (D Aot
and address
I dUals NaMe . . .oveiaeiiaanas PSR R,
D TOURTENE » o [T
st LR
BIOUE .oy a e s e a i a e 720 0 |

12 Points mt reporked o0 Form 1098 .o uuviiaiasiinneana 1z § | R

13 Total morigags INSUrEnce Promiums .. ... . =0 B | IR
Albowwec] MOIJADS I FELEANCS PEmilims [ 0]

1 Investrert interesi, Agach Porm 4352, Hrequred ... ... 7520 § | NNGEGE

16 Adclings WHhrouat 18 .. .. rnrvnrenranrsarsarmnranrnn A L]

Gt 1o Chadrlly

1B Rsbycasnorcheol .. cvsnrnsarsnrssrrnraarsnrenrnnrns _
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Link to Itemized Detail
sheet from Sch A, line 1
for breakout of medical
expenses. Some senior
residences have amount in
the monthly cost which is a
medical expense.

Link to F/S Tax Paid to enter
federal and state Estimated
Taxes paid.

Link to sales tax worksheet

If taxpayer purchased home in
tax year, cannot deduct Real
Estate Taxes (add cost to
basis instead) because taxes
paid are for prior year when
taxpayer did not own home.

Enter Vehicle License
registration fee based on
value under “Other Taxes”.
Enter “Ad Valorem” in TYPE
field and total amount paid in
amount field.

Enter amount from Form
1098, box 1 (and box 2,

if applicable). If there are
multiple mortgages, link to
scratch pad to enter each
interest item.

Points from refinancing
must be spread over life of
mortgage unless used to
remodel (see Publication 17,
Points).

Loan origination fee from
closing statement entered
here if not included

as points in line 10.

Link to Itemized Detail sheet
from Sch A
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Schedule A - ltemized Deductions (continued)

Casualty and Theft Losses

20 Casualty or theft loss(es). Atach Form 4G54 .o . .. . .. ......

Job Expenses and Most Other Miscellaneous Deductions

21 Unreimbursed emploves expenses - job travel, union dues, job
education, etc.

.. D AMD manually

If wou arg uzing a statement, check here
enter: an the statement.

25

27

24 Addlines 1 through 23 . 0oLl

26 I 2

| Casualty and Theft
Losses out-of-scope.

| Link to Form 2106 or
Form 2106-EZ.

L Link to misc
deductions Sch A,
line 23.

Hint: (Military Certification only), On the entry screen for Form 2106 page 1,
there is a box at the bottom for “Minister, QPA, FBO, RC, and Impairment
Related Work Expenses.” On the line to the right of RC, enter the portion of
the amount from Line 10 of Form 2106 that is due to reservist travel expenses
over 100 miles. You can link from the entry field to a scratch pad to add up the
separate items (vehicle expenses, lodging and 50% of food) if you wish. The
software will carry the “RC” reservist expenses to line 24 on the front of Form

1040, and the remainder to line 21 of Schedule A.

Schedule A Nondeductible ltems

prescribed; diet food.

increase property value.

time/services; gifts to lobby groups; civic leagues, social clubs; labor unions.

lost/misplaced cash or property; nonprescription drugs; fines/penalties.

Medical: cosmetic surgery; funeral/burial; nonprescription drugs; weight loss program not
Taxes: fees/licenses (drivers, marriage, dog); sales tax; assessments for improvements that
Contributions: political; country club/fraternal lodge; raffle, bingo, or lottery tickets; tuition; value of

Miscellaneous: commuting; home repair; rent; loss from sale of home; personal legal expenses;



Itemized Deductions Detail Worksheet

US Schedule A

emized Deduction Detail Worksheet

JOHN SAMPLE

= ==

If wou need more worksheets, F3 onthe additional worksheet entry in each category below

Medical miles: Taxpaver: [JE

Medical Expenses Prescription medicines, legally obtained drugs, insulin, doctors, dentists,
nurses, eyeglasses, health insurance premiums, transportation for medical
treatnent, and nonprescription medical supplies, such as crutches. Do not
lizt any amounts paid with pre-tax dollars oF reimburzed by insurance, HSA, MSA,
Uzethe * field to indicate ownership. T for taxpayer, = for spouse, Jfar joint.

spouze: R
Tota [ > 2¢ -
Insurance premiums paid (not tMedicare fram 1040 worksheet - | | NEGTGNER
pre-tax) health, dental, cancer. Remainder from worksheets
Omit amounts used on Form 8535, Self-employed heatth insurance
Taxpayer ....... 0. Taxpayer ... ... 0.
Spouse .. ...... I N coouse o o 0]
Gualified long term care contracts
Enter the amournt hefare limitstion.
Taxpayer .. ... .. [ 0. Self-employed long term care
Spouse ........ 0. Taxpayer ... ... 0.
Tacpayer - limited | [ Spouse ... ... o}l 0.
spouse - imited . - _ | | GNGNGEH
Cther medical expenses * *
e | B T |0 I
P | H R 0.
e | B ey ey | B | I
-] F2 for additional workshests - | IR
e | B Total...................... 0.

Contributions to Charity

If contributions exceed 20% of the &Gl
cortribution in the proper category belowe (S0%, 30%, etc). Ctherwize,
the only =ort required is cash and other than cash contributions.
Uzethe * field to indicate ovenership, T for taxpayer, S for spouse,
J far joint.
Al gifts must be receipted.

I it =ach

Cash Contributions

50% Limit Crganizations

Chartitable miles: Taxpayer:

[0
spouze: R
I - 4 -

Tatal 0]

Mame of charity * Armount Mame of charity * Atmount
EEETT e o JEeSResaeeresmerel) 0 0.
CERE ] o [N eenle) O]
BRI | || SRS | § | I
EEEEERSENNETEENTNSEEEE E | MEENE  From Schedules k-1 ... | 0]
[EEEEEEERTUNTENRERTENNTE (E | NN  F for addtional warksheets - | I
IEEEEEESERNETERNERENEEEE BN @ Total. ... ............... .. 0]

Note: Enter amounts given by cash or check under Cash Contributions for 50% Limit

Organizations. Enter the value of noncash items donated under Other Than Cash

Contributions from 50% Limit Organizations. Be Careful to list them separately. If
noncash contributions are greater than $500, out-of-scope.
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5. TaxWise®
Nonrefundable
Credits
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Nonrefundable Credits

- Link to Form 1116,
Honrefundable Credits Foreign Tax Credit page 1.
47  Foreign tax credit. Form 1116, ifrequired . . .. ... ... ... ... ...... [ 0] — | L ink to Form 2441, page 1
48  Credit for child and dependernt care expenses. Form 2441 _ ... ... ... B < ’ ’
49  Education credits. Form 8863 ... ... ... ... ... ... ... ... ..... | . | R e Link to Form 8863. See
50 Retirement savings contributions credit. Form8880 ... ... ... ...... | 0] Tab G page(s) G-3 and
51  Child tax credit. Attach Form 8901 if required . ... ... ... ........ [ 0. \ G-4
52  Credits from Form ... .. [ s396 [ ss3a Cseas ..... 0] .
53  Other credts fromForm . [J3s00  [esor O -~ | N Link to Form 8880.
54 Total credits. Addlines47through53 ... ... ... ... AN .. 0. N
55 Subtractline 54 romine 46 - ... e N — A\ 2‘_’79 ::g g-gage(s)
Link to Sch R.* Hint: Remember, the
See Tab G page G-5 nonrefundable credits

cannot exceed the
taxpayer’s federal income.

Form 5695 Residential Energy Credits
Link to Form 5695, complete Part |. Maximum credit is limited to $500 claimed for all years since 2005. Part Il. is
out-of-scope.

Form 8863
Link to Form 8863 Education Credits. Enter each student’s name, SSN, and qualified expenses in the appropri-
ate section of Form 8863. TaxWise does the calculations. You can enter the total amount of qualifying expenses
for each student; TaxWise will apply the limitations.

Caution:
When completing the worksheet for an Education Credit, TaxWise helps you create an accurate claim, how-
ever, TaxWise will not catch other errors, such as taking more than one benefit for the same taxpayer.

Schedule R
If taxpayer qualifies for the credit for the elderly or the disabled, link to Schedule R. If the taxpayer is permanently
and totally disabled, check the box in Part Il. Otherwise, complete Part Il by entering the amount of pensions,
annuity or disability benefit that are excluded from income.



Form 1116 — Foreign Tax Credit

us i1ia Formign Tea Credil
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Be sure to link to Form 1116 from Form 1040, and complete the box at the top of the
form. TaxWise will automatically include this amount but will not bring up Form 1116

unless it’s required.

Hint: ( FOR INTERNATIONAL ONLY) TaxWise will show the amount of

itemized or standard deduction to the left of the entry field, but the amount of
the deduction must be manually entered on line 3a, Form 1116. TaxWise will

perform all other calculations.

If qualified foreign
taxes are $300 ($600
if MFJ) or less and
the income is from
interest, dividends,
royalties, etc., enter
exact amount of
foreign tax paid here.
Do not complete the
rest of the form.

FOR
INTERNATIONAL
ONLY:

If the foreign tax is
not passive and is
greater than $300
($600 if MFJ),
complete Form
1116. Read each
line carefully and
enter all applicable
information.
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Form 2441 - Credit for Child and Dependent Care Expenses

Credit for Child and Dependent Care Expenses

SEM;

1{a) Care provider's {b) Street address (e} IO number (e} Amount
name City, state, and Zip code ZEM ar EM paid
R Ry frc o= B
Corle: R EEESSESSSSSSESSTSSSUSSSSRSRSY | [| IEESESEEY | NN
PR e | e e I L b |
Corle: R EESSSSSSSSSESSTSSSSSSSSSSSSY | [| IEESEEEEY | NN
Total ofthe line 1 8MOUNES . . L. Lo it et it e R
Part lI: Credit for Child and Dependent Care Expenses
2 Infarmation about your qualitying persons).
To gualify the persons must have shared the same home with you in 2003, f you received dependent
care benefitz from yvour employer, fill in page 2 of this form.
Only list below those expenses not excluded on page 2. Total not excluded on page 2 - . | |G <—

(a) Gualifying person's name {b) Social (e} Sualified
SECUHT‘:,-' EXpEnzEs
First name Last name number * See helow.
B - R - EEEEEEEEEE | <
* ualified expenszes are those you incurred and PAID in 2009,
Total ofthe line 2 aMOUNES . o ... L. [ 0.
ol & [Feh o ' e nis N
1 Snale of ek . RN B § oualtyrsy geer i or 35 [T B O dr riae e ek
[T e o T T 0 i _‘
A WALF Rl A |0
£ ¥ resrried Sy poindly, wour dpeeae’s eaered Fatorfes b oenlered. W i geee
Wk A RSkl O chtabibd ks TR wetricibehal Eadoaw AN dfhre, wtdaanl nien
R [ 6]
[ T T T [
I' Arielegnl ligefy Fdmrs TS, Weg 35, Fdar TOSOE, e 320, &
Form 0400, N8 3T . 0ouiiiiiiiasiniiiiassnaaaiassanns | R
B Aruusl sppltalie 1S B ariva s o e S _
H ol el 0 D00, cepencesn] Cine E0Denad s IeCuETed i e year
e e et 6 ol ot o e ol Dhal agpiled 1or [hill pear |_
F3 e Tor & sisl ement 10 ecopbsin Tres csboulation o Hee credt foe
rEn yeuwr mapereens  Lind D ol ) P si'd noe anc S5
DAL BB . ... |
8 by e By e ol racrl o e § pllk price e eridardE b abinee | 0
10 Tawhbsedbplrd .. . ... ... .. ... ... ieiiieceaaaaaaaaaaaan
1 sl Foa chili] snd dagrandint axpanasa.  Sralic af 16 20 s 10 | o]
Weoakabessk Poa Inconne Considessd | sined by Deasblsd or SRudend Spouse
B il b 1 gl eing g son. IR Pl TG S i ol (RRBSIYIT] PET 50N
Feo e L of months.
x Il meonihs spouse was s [l monte spouss vwas e P 3
— R Or e i ] e R
+ IR 1 IR
Chesch if T oo B es] SEaowes wlD 407 & IadST IPoUSE . .o v v e v nncnann 0
Thed Iz irds |06 & el S0P pved 120 filng deeoiyiomhe RS
=i I Boamh eting "Penk Hehurs® & “Frnl Ousrsnl I i
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Important: Make sure the
“DC” column is checked
on the Main Information
Sheet for the applicable
dependents.

When the taxpayer has more
than two care providers link
to the “Providers - Form 2441
Line 1a and 1b.”

Line 1 should be total paid for
all quailifying care.

Complete part Ill of 2441
before part Il if TP rec’d
dependent care benefits
on W2.

Line 2 should be total paid
minus any dependent care
benefits on W-2.

If more than 2 children with
dependent care expenses,
link to new Qualifying Form
2441, line 2 and complete
all fields for each qualifying
person.

/Line 3 should equal total qualified
expenses up to maximum allowable minus
any dependent care benefit on W-2.

Important: If spouse is disabled or
full-time student, enter the number



Form 8863 — Education Credits

Patk  Americen Oppemuniy Credt

sl Wi caiwl bk e Sofetw ioah oppsrhunlly dredil Bir e n [ & & piors e B

. . T Sludent
For both Education credits, _ }
enter qualified student’s 1 (al i) 2} idp ek ]
name, SSN, and qualified H cohann &
expenses; Software Wl” = R ey il (e Tade bl o B,
calculate the credit W5 SEEIATE G PGS sochd EPENEES 2,000 e wmeaant | et from
. 1 ol b B vefhmn sy il rod v Trimh P w1 i Eash i =
Firet name wnal Tk e 4 0050 mmaant i by 5% D,
el N e shEsed [=} F 2 o okl 3 JH]
- fo codumn &
R
- --------------amy---------- Q4 0.§ o§ N 0
| S| |
EEEEEEETEEEEEY . (EEEEEEEEEY NN DT DT BN
I I
[EIXEEEEEETINEY . [(EEEEEEREEE _I_ o0
¥ Tantative Americam apporiuniy sred® L. [ 0.

Pamt ;L Lo ming Crodil
Castbare  Wiou cannol ake e Aresrican apportundy credi snd e Hetime ameng el
fix T Sy dudenl i e S e
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SOUKSNE'N M B SEETTE N e SOkl
1 il piam LA refan il il ]
FJebow 1or & stalement ¥ you neesd b Bl e Than 3 sludents TeuEity ExpEfaed
Vel faarat L &R russ. [
IEEEEEEREE IEEEEEEEEEEEEEN .- -coccccccccicinins e IR
T T e
[EXEENENYY [EENEENENERERRE ... .................... ey, IR
4 Al the maunts on Ine 3, SO (E]. ... ..o [ 0.
B hraber o W & o 510000 [ 0]

Fart it Lifenione Learning Credii
T.mlk im el 1ake T Arerican (eyErhady credll or [ Hips el @l [he
tetimay bonrang cradd for Hres i chakstd in e same e

Y

8 rah { it} i
Shucksniy T B ShraT 0N DEJe | = Shudsnty
1 yimr Vi refurn | ™ fee & ‘e
F5 eadosy foe o slsiermessnt i1 pods neesdl b B3 mors theen 3 sludsnis . L] BscAEity PORETIR AT
Firdll fvarfos Las Faris | Frurfilsis
If you were under age 24 :
af the end of the vear and [EEEEEEELY] [(EEEEEEEEINNEEE .. ....... Ui |
18 yeal [Coccas svillier cra e sweonor g O R
meet the conditions in the [ ] | OO | — I
instructions, you cannot take |
the refundable American € A Y ridarith of e S, Gl (€] O]
Opportunity credit. Ta Semvler of B Gor BI0000 . ..ot e st iranammn s [ 4
B Skl e alifeled an clighie aaalesh roilulss 5 e EEfses e disirde
prem, srader of §10 000 or qualfed experass rehadsdinbne 6 oo i caeaians T
& Tublradl e TEhomBa Ta ..o ivimc e rr s _
Ba Mgl ind Th by 4IRS [ B
b DY B 70 B 200 . . L e e et | — ;)
& Tenlatmen 8 elone e g onedi I T

To claim this credit:

e Taxpayers cannot file married filing separately or be a nonresident alien (unless married filing jointly with
resident)

* Only the taxpayer is eligible if he or she claims the student as a dependent. Only the student is eligible if
he or she is not claimed as a dependent (even if he or she can be claimed)—no matter who pays.

* For the American Opportunity credit only, qualified tuition & related expenses include books, supplies &
equipment needed for the course, whether or not they were purchased from the institution as a condition of
enroliment. Computers, however, can only be included IF they are a requirement for enroliment or attendance.

Note: The following are not qualifying expenses for Education Credits: room and board, insurance, medical,
transportation, or personal expenses, even if the amount must be paid to the institution as a condition of
enroliment or attendance. If the educational expenses are associated with sports, games, hobbies, or other

noncredit courses, see Publication 970 for more information.
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Retirement Savings Contributions Credit

TaxWise® will automatically insert Form 8880, Credit for Qualified Retirement Savings Contributions,
if the taxpayer meets eligibility criteria and any of the following are true:
1. A traditional IRA or ROTH IRA contribution is entered on IRA worksheet after linking from

Form 1040, line 32.

2. The taxpayer or spouse’s Form W-2 includes box 12 entries of D, E, F, G, H, S, AA, BB, or box

14 amounts are marked as “Qualifies for Form 8880”.

Form 8880 will have a red exclamation mark and will need to be completed prior to return completion.
Verify total contribution amounts with the taxpayer.

Form 8880 - Credit for Qualified Retirement Savings Contributions
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If you entered Form W-2 into TaxWise
correctly and completely, Form 8880
will appear in red on the forms tree
and will need to be completed. Tax-
Wise will do the credit calculation.

Note: Certain distributions received after 2008 and before the due date (including extensions) of your 2011 tax return from

any of the following types of plans must be entered on Form 8880, line 4:

¢ Traditional or Roth IRAs

* 401(k), 403(b), governmental 457, 501(c)(18)(D), SEP, or SIMPLE plans

If taxpayer took no distributions during the testing period, press F3 to eliminate the red in box 4.

Do not include any:
¢ Military pensions

¢ Distributions not taxable as the result of a rollover or a trustee-to-trustee transfer

¢ Distributions from your IRA (other than a Roth IRA) rolled over to your Roth IRA

¢ |Loans from a qualified employer plan treated as a distribution
¢ Distributions of excess contributions or deferrals (and income allocable to such contributions or deferrals)
* Distributions of contributions made during a tax year and returned (with any income allocable to such contributions) on

or before the due date (including extensions) for that tax year

¢ Distributions of dividends paid on stock held by an employee stock ownership plan under section 404(k)
If you are filing a joint return, include each spouse’s amounts in the appropriate columns.
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Form 1040, Page 2 — Other Taxes and Payments

Hint: TaxWise provides all the forms and schedules you need in order to figure and report these
taxes and in most cases performs the calculations. You may link to these forms from
the applicable line on the Form 1040 TaxWise screen.

Cehar Taeen

For those with HSA

B Terad raa

certification only.

/

Additional taxes for HSA
distributions not used for
qualified medical expenses
may be applicable unless
(age 65, disabled, or death)
See Form 8889.

Line 56 — Self Employment Tax

Entered automatically from Schedule SE. TaxWise calculates the
amount using the entries from Schedule C.

Line 57 — Unreported Social Security and Medicare Tax

Comes from Form 4137 Tip income not reported on Form W-2.
Line 58 — Additional Tax on IRA’s and Other Qualified Plans

A 10% penalty is calculated on Form 5329 for early withdrawal
before age 59-1/2. Use F1 to see Form 5329 Line 2 exception
codes and possibly eliminate the penalty. Refer to page 6-3, Form
5329 for additional information.

Line 59b — Household Employment Taxes (out-of-scope)

Line 59¢ — Repayment of First-Time Homebuyer Credit Form
5405 2008 homebuyers who received the First Time Homebuyer
Credit($7,500 loan) must start repayments in 2010 and have to
complete Form 5405, Part Ill.

Line 60 — Additional Taxes out-of-scope with exception of HSA
distribution not used for qualified medical expenses.

Foymemn

i 1,
T2 Toisd payreenis,

w

Line 62 — Federal Income Tax Withheld

Entered automatically from the entries made on Forms W-2, 1099,

SSA 1099, etc. For Form 1099 withholding not listed elsewhere

(e.g. 1099-B), enter on the line below “Federal Income Tax

Withheld” or if there are multiple amounts link from the “Federal

withholding from 1099s” field and enter on a New Scratch Pad.

Line 63 — 2011 Estimated Tax Payments

Link to F/S Tax Paid Federal Estimate/State Payment for current

tax year and enter:

* Any refund amount from last year that was credited toward
estimated taxes for the current year.

e Enter payment dates shown on taxpayer’s checks.

* Enter actual amount paid in each quarter.

Line 64a — Earned Income Credit

TaxWise recognizes EIC eligibility and calculates the credit

automatically. When dependents are included on the return, the

“EIC” box on the MAIN INFO form must be checked. “Sch EIC Wkt-

Earned Income Credit Worksheet” will appear in forms tree with red

exclamation mark.

Answer all questions to remove the red on the worksheet.

Schedule EIC will be completed automatically. When completing

6-1

Sch EIC, answer only question 4a OR 4b — answering both
causes the return to be rejected by the IRS.

Line 65 — Additional Child Tax Credit

TaxWise computes this credit automatically if a taxpayer’s tax
liability is less than the allowable non-refundable Child Tax Credit.
The additional CTC is limited to the 15% of any earned income
above the current year's limit ($3,000 for 2010). The total of the
two credits will be $1000 or less per eligible child.

Line 66 — Refundable Education Credit (American Opportunity
Tax Credit Form 8863)

Link to Form 8863. Completion of the form will enter the
appropriate refundable portion automatically.

Line 68 - Amount Paid with Request for Extension of Time to File
Directly enter any payment made. When preparing a Prior year
return, remember to ask if payments have been made.

Line 69 — Excess Social Security

Calculated automatically if there are multiple W-2s for an
individual and the combined wages exceed the maximum subject
to Social Security for the year.

Line 71 — Credits from Form 2439, 4136, 8801, 8885, 8689
(out-of-scope)



Form 1040, Page 2 — Other Taxes and Payments cont.
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Line 73 — Amount Overpaid

Calculated automatically.

Line 74 — Amount to be Refunded

Calculated automatically. Refer to page 6-6, Form 8888, “Split
Refund Option” including Savings Bonds purchases and page
13-6, “Pointers for Direct Deposit of Refunds.”

Line 75 — Amount to be Applied to 2012 Estimated Tax
Link to New Scratch Pad to designate estimated payment amount.

Ameund Tl Cwé

i U2t Fou e
T L R R T

Line 76 — Amount You Owe

If there is a balance due, open 1040-V and click on TaxWise

Help for additional information. You may also link to Form 9465 to

request an Installment Agreement. On the form, electronic funds

withdrawal may

be selected for the taxpayer’s payment.

For electronic funds withdrawal for an electronic return prepared

using TaxWise:

e Enter the bank account information on the Main Information
Screen.

* Make the selection for an electronic funds transfer on the
bottom
of Form 1040, page 2 or Form 1040EZ, page 1.

*  Check the “Yes” box below the Amount You Owe.

* Go to ACH 1040/ES form and complete it.

Line 77 — Estimated Tax Penalty

Form 2210 will be defaulted in TaxWise and $0 will be reflected
on line 9. Inform taxpayers they may receive a penalty notice from
the IRS.



Form ACH 1040/ES

Direct Debit for Balance Due or Estimated Tax Payment
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S Ll

y

blams Dans dampla

Thus wirleehiast |12 for aléctrans funds Fanstar (direct daiib o

A=ICTL RS

200 incoms tad batance doe oR 2011 esbimated tax payment 1l

¥ e veanl chiredt Aabil far At the Balanca s o PG yaar s iRtama 13 faln and e ]

14 sirahan
171 85 e

tive penrmant of you want direct debil for mons than ons 2011 g e pityTant, you must make 3
separals warkshaet fof each Shift F 10 will duplicate s worksha

For The Balancs Dus On ¥our J01X0Tax Remm

Aot of 1eo e [INEEEN Arnourt you want debized  [INNEEGE

Receng e R Checking ] Swangs O
deceurt b RN

Riisiuss st PETIR ABBB . . . vy e e s i i e e b e ne s e ... EEEEEIE T
¥ s et 15 Irarrsmidod on or befooe Apal 18, B redquersed payrnent dabe canmal be ke Ban
Aol 18 I the eotum % Sansmilted after Apnl 18, (e requested payment date imust be 1oday’s date

Pensias mey be addead if ths retum i5 filed ..'~".-.-.| Apnl 18

Thes s todirg's ot | ARSI

For 2011 Estimated Tax Fhﬁ“!ﬂl

Sumoury you want debeied for thies 2071 estimated A paymEng | ... v oo brsiresaneans [ b,

Rowging number [ EEEEEER Checlang L Savings [
Acecort nmbee [

Raatraboc DTN BRI . o o o v smmmin s s ro st b A b P bR b A jrtressrin

For & T T, sl D TR0 Y

For @ Satond fuaied pamenl. ysa DR S0
For mt AAFT Py TN & 152011
For @ fourt Wi [T v [

Craysimue tebesphiora rurtar [ <o

Complete Form ACH 1040/ES, Direct Debit for Balance Due or
Estimated Tax Payment.

e Click 2011 income tax balance due

* Re-enter bank account information

* Enter Requested Payment Date

Estimated Tax Payments:

* When e-filing a Form 1040 series return, up to four estimated
payments can be scheduled for withdrawal on the following dates:

* April 15,2012
e June 15,2012
e September 15, 2012

e January 15,2013
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Hint: If the taxpayer
made estimated
payments during

the year, link to the
estimated tax payments
worksheet (F/S Tax Pd)
from Line 63 of the Form
1040 and record the
date and amount of each
payment.

Estimated Tax Payments

When the due date for
doing any act for filing

a return, paying taxes,
etc - falls on a Saturday,
Sunday, or legal holiday,
the due date is delayed
until the next business
day.



Form 5329

UE 529 Additonal Taxes on Qualified Plans and Other Favered Accounts
Mame [Jane Sample |3 SN - 111111}
] TT D9 DS BN ML 'l ot D
Address | Chach if

Sy, =state, Dpoode [ I EEEEEEEEE amended L]
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4 Addigional tax. 10 of na 3. SIMPLE pléns ard taoed & 25% instesd of 1050

Farm ll; Additienal Tax en Gertain Dismikwiens Frem Education Ascounts

B LHsmbumons inciuded m incoma from Coverded ESA5 and LTFS

Enter exception code
|and amount not subject
to additional tax

Exception Codes and explanations for Premature Distributions from IRA or
Retirement Plans:

No. Exception

01|Qualified retirement plan distributions (does not apply to IRAs) if you separated from service in or after
the year you reach age 55 (age 50 for qualified public safety employees).

02|Distributions made as part of a series of substantially equal periodic payments (made at least annually)
for your life (or life expectancy) or the joint lives (or joint life expectancies) of you and your designated
beneficiary (if from an employer plan, payments must begin after separation from service).
03|Distributions due to total and permanent disability.

04/|Distributions due to death (does not apply to modified endowment contracts).

05|Qualified retirement plan distributions up to (1) the amount you paid for unreimbursed medical expenses
during the year minus (2) 7.5% of your adjusted gross income for the year.

06|Qualified retirement plan distributions made to an alternate payee under a qualified domestic relations
order (does not apply to IRAs).

07|IRA distributions made to unemployed individuals for health insurance premiums.
08|IRA distributions made for higher education expenses.

09|IRA distributions made for purchase of a first home, up to $10,000.

10|Distributions due to an IRS levy on the qualified retirement plan.

11|Qualified distributions to reservists while serving on active duty for at least 180 days.
12|Other (see Other, below). Also, enter this code if more than one exception applies. *

A |Lump sum distribution that qualifies for special tax treatments (out-of-scope)

F |Charitable Gift annuity

G |Direct rollover. Not taxable, no penalties apply. Not necessary to complete rollover worksheet
portion of the TaxWise 1099-R

J |Early distribution from a Roth IRA, no known exception. Penalties may apply. Requires Form 8606
which is out-of-scope

P |Excess contributions plus earnings/excess deferrals taxable in prior year. This generally requires an
amendment of the taxpayer(s) prior year return

Q |Qualified distribution from a Roth IRA. Comparable to 7. No tax or penalty involved
T |Early Roth IRA distribution, exception applies. Comparable to 2, 3, 4; no penalty, generally no tax

*Other: Distributions incorrectly indicated as early distributions by code 1, J, or S
in box 7 of Form 1099-R. Include on line 2 the amount you received when you
were age 59 or older. See Form 5329 Instructions for additional exceptions.

For additional exceptions that apply to annuities, see Pub. 575.



Schedule EIC

US Schedule EIC

Earned Income Credit
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Caution: Only answer 4a or 4b. DO NOT ANSWER BOTH QUESTIONS.




Schedule EIC — Worksheet
COMPLETE ONLY THOSE QUESTIONS IN RED

US Scheduls EIC Earned ineomas Cradic Workahast
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Note 1: If the taxpayer has had their EIC previously denied, you will need to complete Form 8862.

Note 2: As with any form, read and answer the questions carefully. Make sure there are no red

check marks on Schedule EIC or the Schedule EIC worksheet.

Hint: TaxWise

will automatically
compute EIC with
and without non-
taxable combat pay
and choose the
method that is best
for the taxpayer.

Hint: Enter income
earned while

an inmate in a
penal institution

on the TaxWise
EIC Worksheet in
the section titled
Figure your Credit.
TaxWise will
subtract this amount
from other earned
income.
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Split Refund Option

When the taxpayer elects to direct deposit his or her refund into two or three accounts or to purchase saving bonds, you will
need to complete Form 8888, Allocation of Refund (Including Bond Purchases). Add the Form 8888 to the forms tree.
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Caution: Do not enter the routing or account number on the TaxWise Main Information Screen if using the Form 8888
Allocation of Refund (Including Bond Purchases).

Filing for an Extension Using TaxWise®?

You can help taxpayers file for an extension using TaxWise®, as long as their payment will not include Direct Debit. This
option does not require a taxpayer PIN. The steps are outlined below.

1. Complete the client’s return as accurately as possible.
Go to the PIN section on the TaxWise® Main Information Sheet, near the bottom of the form.
In the PIN section, select “Form 4868 without direct debit.”

Open Form 4868 and select for the box at the top of the form labeled “Check here if using this form.” TaxWise®
overrides and locks lines 4 and 5, “Estimate of total tax liability” and “Total payments.”

Enter the amount being paid with Form 4868, if any.

Close the return.

From the Tools menu, select “Make extension e-files.”

Select the return and click OK. TaxWise® runs Diagnostics and creates the extension e-file.
Close the diagnostic screen.
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Setting up TWO
To set up TaxWise® Online as a Favorite in Internet Explorer, use the following steps:

1. Open Internet Explorer.

2. Type https://twonline.taxwise.com in the address line. To access prior year software type /
and year at the end of the address line.

For example: https://twonline.taxwise.com/10, /09, or/08.

| Address hibps: [ twaonbne baoeiss, com |

3. Click on the Favorites icon.
4. Click Add.
5. In Name:, type the name you want the favorites to display.

Add Favarile

. 1{ irdeired B apeceen sl ackd [Pm page bo your Favonbes inf

e =

[ Maks avalabis offine | cancei |

Hammer | T W Ondine | Chmabe g £ |
6. Click OK.

Logging on to TWO the first time

®* From your Favorites, select TWO.

The user name is case sensitive.
To log on to TaxWise® Online, do the following:

¢ Enter your client ID, User Name, and Password.

TaxWise

I\ ¥ you need assistance, you may chck on the Heed Help' ek below

Cliane 1D:

User Name:
Password:
[Legin |
Remember e [

Except for the ADMIN user, your User Name and Password will be the same during this

7.1 process.



TWO Homepage

The following illustration depicts the TaxWise® Online Homepage while logged in as a return
preparer. The user will have access to all returns they have created. The Homepage also

serves as the Help Center for TWO.

Help Cenler
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Return
Query

X &

Settings Print
Checks

B = | 4

Cpen Submit
Return e-files

New
Return

New Return-Select to start a new return.
Open Return—Select to open existing return.

Return Query—Select to check the status of any
tax return.

Settings—Select to set your options for users and
administrators.

Print Checks—Not applicable for VITA/TCE.

The following table describes the color coding in
TaxWise Online:

TaxWise Help Blog Hot
University Topics

TaxWise® University—Select to log into
TaxWise® University.

Live Chat-Select to use Live Chat with CCH.

Help—Select when in a return to access the
Help Center.

Blog—To access Taxwise Blogs
Hot Topics—Links to Taxwise Hot Topic Page.

Option Description
These entries are calculated by TaxWise Online

Green from information on supporting forms. You
Car:j"Tt tYP: datla dlirecg'y "|1t0 a Cla'CU'ated entry | - The following table details the shortcut keys available in
or delete the calculated value unless you . . .
override the calculation. TaxWise Online:

Black These entries are non-calculated, and you can Command Description
t data directly into them.
ype cata cirectly Into them F11 Minimizes the Internet Explorer toolbar

Red These entries are required for e-filing. TaxWise -
Online marks certain entries as required to F9 Creates a link
assist you with preparing a complete and . . .
accurate tax return. You must complete entries Ctrl+Enter Overrides an entry (Override rights must be enabled)
for TaxWise to check off the form as “complete” ctrl R Refreshes the page
on the list of forms in the Tree. When you type —
data in a required entry, TaxWise Online Ctrl+Spacebar | Estimates and un-estimates an entry
displays the text in green and converts the
entry to a non-calculated entry when you Ctrl+E Jumps to Next Required Entry
refresh the return. T

Ctri+I Insert row on a multi-line statement or worksheet
Blue These entries are calculated entries that have

been overridden by the preparer. Ctrl+R Remove row on a multi-line statement or worksheet
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Creating a New Return
To start a new return, use the following steps:
1. Click on the New Return icon on the toolbar and the following dialog box is displayed:

Creasls New Return

Habeci the fype of (sin yoo mah b oes

* Stan a Mew Ratam

S e—

R N —

I Apply Sor ITIN

Goto Tex Fooma I E'Iull“

2. Enter the taxpayer’s SSN in the Social Security Number box.
3. Re-key the taxpayer's SSN in the Confirm Social Security Number box.

TWO has two methods for input of the tax return, Interview and Forms based.

e The TaxWise Online Interview allows you to gather information that determines which
tax forms must be included in each return. Based on the answers to the questions, the
program will load needed tax forms and will determine when some additional information
is needed. Many questions require the user to make decisions using information already
collected from the client through the Intake and Interview Process.

e The “Go to Tax Forms” method is similar to TaxWise® Desktop. The preparer completes
the Main Information Sheet, opens Form 1040, page 1 and adds the appropriate forms
as the Form 1040 is completed.

Note: The user may toggle between interview completion and forms completion at any time.
* Click the Close button to cancel the process and return to the TaxWise® Online Homepage.
If the SSN is already in use, TWO displays the following:

 Sian a Mow Rehsm
Sodinl Sacunly Mumbsr, i1 1555300 r

Conime Social Secirty Numbet [ 11558300 |

& The S0 youbheve sclsisd n alinedy n usse Farsa
check Mg S5 astersd and Iy ngee

" Apply ot ITIN

If the SSN does not match, TWO displays the following:

= Simr o MNow Fehsn

Socml Seoarty Mambeer
Coorfirm Socral Securnty Nambet |J-IJ i "-'EI-E |

&S5RG mue makch

" Apply for ITIN
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Using the Carry Forward Function

In TWO Online there are no preliminary steps needed to perform the Carry Forward function.
Click on the New Return button and enter the SSN for the taxpayer you wish to carry forward
the information. You will receive the message below with the option to use carry forward, create
a new return, or close this window.

212

The T 111-11-1122 has Prios Year data available Waidd you

fikw b Carry Forwand the data bom e Prior Tax Year o Creale
a naowr i’y

[ UseCamyFowad || CoestenewRotum |  Close |

If you elect to use the Carry Forward function, the return will open with the prior year’s
information, and there are no further steps to take. Information to be verified will be underlined
in red, simply verify, remove the red and complete the return as normal. Caution - Be sure

to verify that all EIN’s on Forms W-2 are still the same as the prior year when using
carryforward.

The TaxWise® Online Interview

* On each page you have the options of Next to continue or Previous to go back one
page.

* The Help Me button displays a Filing Status Wizard to assist you in determining filing
status.

After collecting necessary information from Form 13614-C, Intake/Interview & Quality Review
Sheet and properly applying the tax law, you should choose your client’s filing status.

The TaxWise Online Interview

Filing Statur Please choosa your chient's fling status
#erzpnal Indo

Lostation 0 single

Mdr_rn : ) married Filmg Sepatutely
£pecinl Prncessing ) parmed Filimg Jointly
Gisnesal Quieshions

Drepandests i
Typas OF Incoms i Quakfymg Widowier] wilth Dependent Child

0 pipas f Heasehald
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After filing status the next screen is an input screen that gathers client’s personal information.

The TaxWize Online interviaw

.mm Moy fel's coflect WOLIT ant's |'.I'F!f.'||'||'|ﬂ| mitormagm
Lzeation Taspayers klame?
Leldraee Firgt Mame wil Last Bame
W?*HHH Taspayer s Sooal Seounty Humeber
¢ Targayer's Date of grih
Deprnidenly b
Typts Of income Fanpaper's Oocupation
'-hl'll“_ Tarpajers date of death
. i Email Acdress:
:_tm
Extra Gruestions. s the taxpayer 3 LS Crizen or Resident &fien? 2 ves. O o
mm Wis EITC phewaisly dosllowed! ) ves T pin
Hede it Rt
Eisifom Questios
Fnish

Some interview screens have preset answers that may need to be changed. For example, if this
customer were permanently disabled, you would need to select the Yes option.

The TaxWise Online Interview

Filing Status
Personal Info
Location

Address

Special Processing
General Questions
Dependents
Types Of Income
Assets

Dependents

Mow let's look at dependents. Generally a dependent is someone whom you support.

Mot sure whether someone qualifies as a dependent?

Are there any dependents?

Some interview screens have questions that require additional information. For example,
answering Yes to this question about dependents causes a new screen to appear asking for
more information about the dependent(s).

NOTE: Be sure to list dependents in order of
youngest to oldest

The TaxWise Online Interview

Eiling Sttus Dependents

Personal Info

Location In the interview process you can enter up to 4 dependents.

Address Date Social

Special Processing of security

E_;‘Eﬁ_&l‘al_ Questions Action  First name Last name birth numkber

Dependerts Edt] | | | | | | | |

st Eng | Iy | | |
pes Of Income .

sl [Ea] | | | | | |

Adjustments [Edit] | | | B | | |

Deduut!nns_ * Click on "EDIT" button to add/modify dependent information

Extra Questions
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This screen requires you to click an Edit button and input additional information about each

dependent.

Clicking the Edit button causes this screen to appear. After collecting the Intake and Interview
information from the client, it is imperative that you input all the required information correctly.
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If there is the slightest chance the child will be a qualifying child for EIC purposes, be sure to
check the EIC box next to the child’s name. TaxWise will not allow the EIC if they do not qualify.

Remember to complete all questions in the interview Mode, then Click Finish to continue.

Complete the return by inputting any additional information directly into the tax return. Your screen

will look something like the following:
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Navigating the Tax Return

Color coding:

| Underline Color | Function |
* Red * Required Entry or Required Verification
* Green e Calculated Entry
* Black * Direct Entry
* Blue e Overridden Entry

Linking to a Form

To link to a supporting or additional form, you will click on the Link icon to access the window
where you can select the form you need. For an example if your cursor is on Form 1040, line
7, click the Link icon to open the window to show any forms that will carry income to this line.

(LTI

M T m CocB T sNelC ssHip all

In the screen shot below, the New button is the active window (lighter gray). Clicking on the Existing
button will list any forms that are already associated with the active field (Form 1040, line 7).

You can also use the Link icon to link worksheets or scratch pads to entries. For example,
while on Schedule A, line 1, the Link icon will open the window where you can select the
Itemized Deduction Detail Worksheet.
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The TaxWise® Online Tax Forms
Go to Tax Forms allows the preparer to complete the tax return using the forms-based method.

This option is very similar to TaxWise® Desktop. Preparers complete the Main Information Sheet,
open Form 1040, page 1, and add the appropriate forms as they go down Form 1040.

The Forms Tree to the left of the return shows all the forms that are currently loaded for the active
return. The icons next to the forms indicate whether a form has been loaded, is complete, needs
completion, or is not used.

Complete [oam 1.1
{Chem checkmak) ™ [ m
Incomplets form  —4— R —— Kemowe fom
{ Red text) i 1040 g
!
8 Wl (TR + 5
f O
!
aopy Dorm

To navigate the tax return, it is better to use the navigational buttons located above the Loaded
Forms tree. The following describes these buttons when completing a return:

Loaded Forms

Option Description

Previous Opens the previous form on the active screen.
Next Opens the next form on the active screen.
Print Form Prints the active tax form.

Add Adds a single form to the active return.

The Refund Monitor, shown to the left of the return, displays the current AGI and the refund
amount or balance due for the active return. These figures change as return data is added.

Cave [ . T Pl ]
Rebara Al Hodarn (Y"1} |

The Refund Monitor can
be hidden from display by
clicking the Show/Hide
Currenl A 525 %39 Details button.
58235
Cinrant Refund
E'-[ E!i EE" in i"qnp - 8-6
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TaxWise® Online Toolbar Icons

The following illustration shows the available toolbar icons when completing a return:

Icon Description

Saves the active return

Closes the active return

Prints the active return

Allows you to create and print client letters

Sweich To Changes to interview process
wl = i

WEEr

Checks the return for electronic errors to prior to
creating the electronic file

Checks the status of the active return

Checks the status of any return

Displays the list of available forms to be added to
the active tax return

Allows you to interact with CCH or TaxWise
Customer Support

Provides a link to the Homepage and the
help functions

Closes the software and all returns

Leg et
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Basic Steps in Preparing a Tax Return Using TaxWise® Online

Start the Return
e Click New Return link on the Homepage.
e Enter the primary taxpayer's SSN.
* Retype the SSN for validation.
* Goto Tax Forms.
Main Information Sheet
e Complete Main Information Sheet.
e Verify and enter in the “Dependents/Nondependents” section any dependents. Ensure that the Child and Dependent
Care Credit, Earned Income Credit, or Child Tax Credit, are checked, as appropriate.
¢ Refresh (Ctrl + R) or Save the information.
e Direct Deposit information, if any, is also entered on the Main Information Sheet.
Add Form W-2 Information
e Link to Form W-2 from Line 7 of the Form 1040.
e  Click the box next to Taxpayer or Spouse, whichever applies.
e Complete all entries exactly as printed on the paper copy of Form W-2.
e Verify that the electronic W-2 matches exactly with the taxpayer’s paper copy.
e  Enter other Forms W-2, if applicable.
Add Other Types of Supporting Documents
Pension, Form 1099-R
Interest, Form 1099-INT
Dividends, Form 1099-DIV
Unemployment, Form 1099-G
Other Income, Form 1099-Misc
Gambling, Form W-2G
Dependent Care, Form 2441
e All tax documents from taxpayer should be entered before working the tree.
Working the Tree/Completing the Return
e Review the return tree for incomplete forms (Remember to check BOTH federal and state returns).
Each incomplete form will have a yellow exclamation mark and print will be in red.
Click on the incomplete form and complete only the remaining red entries.
Refresh (Ctrl + R) or Save the information.
Repeat this process until no forms in the tree are red or have exclamation marks.
Run Diagnostics.
Finishing the Return
* Review by clicking Return Summary on Toolbar.
Correct any errors from Quality Review process.
You must verify each overridden entry.
Click link to enter PIN for taxpayer(s).
Run Diagnostics.
Click create Efiles button.
e Change Return Status to Ready to Transmit.
Printing the Return
e Click Print Return Button.
e Open PDF File and Print Return.
e Taxpayer must sign both copies of Form 8879.

8-8
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Adding Forms to a Return

There are two ways to Add a Form to the active tax return:
* From the Loaded Forms tree, click the Add a Form icon, or

e Select the Forms List icon.

The following illustration shows the Add a Form window for “Show All Forms”:

[ Addaiom s PageDisiog S

Search Fos | \Go| Cimar| search cowmn [form =]
_Ll:lg Intersies Federal Intervses Sheet j
Add 1080 Wk Fecleral Haocial Security, Gthed Income Wodksheet
Add 1040 Wiz Federal Studend Loan Educaticn Workiheat
Fﬁ_ 1040 Wktd Federal Look-Back Fule lor EIC and Fosm 8842
Add 10808 Pgi Fedaral US individual Income Tax 10400 Pgt
Add  10S0ES Pgi Federal 2008 Extsmated Tax Vouchers Pgl
__-ﬁ.ﬂ:l 10&80EZ Federal U'S Individual Income Tax 1040EX
Add 1DS0NE Pgl Federal Honresident Alien income Tax Pgi
Add  HREE Pgi Federal Honresident Alian Taz 1080HR-EX Pgi
Add 080y Fecliral Balarss Dus Paymeal Youcher
;ﬁ.ﬂ 040X Pg1 Fedlaral Amended Individual lecenes Tax Pgl
Add 1048 Federal Application Tor Tentative Riefund
Add 1045 Sch & Fedural Cusrent Year Hel Operaling Loss Comp
“Add 1085 Wit Federal  NOL Garryover Pyl =
[Retresn]  cioes |

Enter the Form Name, Form Number, or part of the form description in the
Search For box:

Search For | EI Clear | 1

® Select Clear to remove your search criteria.

® C(Click the Add link next to the appropriate form.
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Additional Dependent Worksheet

If there are more than four dependents to list, enter the first four dependents on the Main
Information and the remaining dependents on the Additional Dependent Statement by linking
from the first dependent on page 1 of Form 1040.

* Nondependents must be listed on the Main Information Sheet—they cannot be listed on

the statement.
* Children who are qualifying children for EIC or Dependent Care must be listed on the

Main Information Sheet.

N —

Click on the first name in the list.
. Click on the Link icon.

The following illustration shows the Entry Links window:

Link to a form »

Existing || Mew |

|- Addl Deps - Form 1040 Line &c

e Click on the New tab.
* The Entry Links window defaults to Existing forms.
* Click on the Add icon next to “Addl Deps — Form 1040 Line 6c¢”

The following illustration shows the Additional Dependent Worksheet:

LS 10480 Lire 6c: Additional Depandanis 2010
Dho nol skop nas . Delele blank inss byusing e AT and DELETE kays
Cods = Dopenden! code. Enfer 1. 2. or 3
D parnclé il bn ke abos |
Dl Sacial Relalmnship Mo ja G
lamea ar sapuny (1] noail
First mamiy L&s%1 nama i ik g nim b Wil L
AZT CHILD CHIL | 020072007 .} S0l 1z | ol
SECORND CHILD CHIL | DdAAS006 r DAUGHTER 12| 9l
THIRD SHLn Gl DO1005 =1 S0H b v 2 | !
FEOUBRTH CHILD CHIL | 1aAacan0s & CAUGHTER 12| |l
AFTH CHILD CHIL | 03022003 T SN 17 o) e
SETH LHILLD Gl D202 ] EWUGH TER & -1 [+
i} B s
] ]
- . A -

Note: There is no column for Dependent Care or Earned Income Credit.
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Setting the Return Stage
Setting the return stage from inside the tax return:

1. Open the return.

2. Select the Return Summary icon.

3. Select the appropriate stage from the drop down box in the Efile Status section. See
your Site Coordinator for further information on selecting return stages.

| Relum Sialus
| This will g the delindion of b reben stalus dialog

10-1



Running Diagnostics and Creating an Electronic File

* Select the Run Diagnostics icon for the active return.

The following illustration shows the diagnostics details:

Emors

b tver pegramiedd Dlaase thack tha EFIN on e reben and covbon It 1 isgeessrts e EFIN fud wil Hanand B returr o Pane st for mulipe FFNS s h
FIN must 2o socteind ining & Tasemd cods asagned by Custome: Suopet Slaace rontart Customes Suppoet £ yeu sead sscstance

Warwus
Nene
SShs
Huoe

SSN Wamings
. ~

Mone

* Correct all e-file errors.
» Select the Run Diagnostics icon again.

The following illustration shows the diagnostics details after all e-file errors have been corrected:

¢ Select the Create Efiles checkbox.
¢ Close the return.

* Complete this step prior to printing the return. This will print the DCN on Form 8879.

Jane Jchn A1 1961 en Terrwates
samohn ¥ A SJUE Varnsytrars v
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Printing the Active Tax Return

* The pop-up blocker must be disabled.
* Adobe Reader 7.0 or higher is required to print returns.

To print a return while you have the return open, you can click the task bar’s Print Return
button. In the pop-up box, click on the Download PDF Return link.

A PLDF for thes melem has been generated
Downlgad POF Hetsn

Tiow vl veed Adobe Heagerio open and prnt your retum

Ay, _ Closs |

When you click on this link, you may see the File Download box shown below. Click the Open
button on this box.

Xj

[y i B oopeeny 0 i Hhan (il @

[Fut | Mama  FI746%0 146 FIF
i Typa  fudobe ferobat 7,0 Dooumsnt, B985 V0
Fusm  galoms dlme Lo, puss

| Saee “?l

S lls from B irdevnel car e wawbl, somme lier can potenkally
s, oo oyl | e ot ol Bt Sl cwiren, i rel S
e D e ol [ i ™

Note: Be sure to select Open and not Save. Selecting Save will cause
an error and will have to resubmit your print request. Also, see TWO
Printing Security Requirements in Publication 3189 for important
information.




Once the PDF file opens, you can select To Print by clicking on the Print Return icon on the
task bar or Open the file menu and select Print.

Fis EM Ve Doosesnl Toow Wiedoe  Hel

{rame Ackba FTE Orine. .
¥ e iled
o
[ne e
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A i oo
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A 01 | Taren Crbrm 011206
(MR

Ex iy

Note: This will print the entire return. To print a specific
page, identify the page number, change the print range,
and increase the number of copies for that page.

* Select Cancel to cancel the printing process.

The following illustration shows the Adobe Reader Print dialog box:

Prant g
 Printer
Name: Properties |
Statuz  Feady ™ Print to file
Type: HF Lazer)et 8C00 Senes PCL [ Print calar as black,
— Print Range ~ Preview
Lo | E a5 |
 Currert view —
= Cument page
" Pages from: |1 te: |4 0 “_:&i
Subset:l.-‘i'xll pages in rangz j [ Reverse pages E:':;—jm— -
proallim— =
B e ——
~ Page Handling E_—_L -
Copies: I'I 3: ¥ Collate 11 — i —-
Fage Scaling: IShlink large pages j - — ;: - H; ——
¥ &uto-Rotate and Center
— = == [ = =1 =
™ Choose Paper Source by POF page size i-—‘—'_;_ : : ==
it
Prink *hat: D k -
I oeumen J Unitg: Inches Zoorm; 4%

Frirting Tipsl Advanced I ak. I Cancel

Defaults to your Windows default printer.



Printing from the User Homepage
e Select the Print Return icon found on left Return Task box.

The following illustration shows the Print Returns dialog box:

¥ s Faapn ek i =]

Splich rpriena i i prenen

| s L RE

I ISE-5iTe
~ garas-tide CaddFs | RETUES
I pwicrt I urmslact =l

e Select the appropriate returns to print.
e Click on the Submit button.
* Click OK to confirm the selected returns to print.

i msoll Tk eroaek Eh;ﬁ'jl‘fl' .EI
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Notes
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PIN Guidelines

)

There are two signature methods for e-file
returns: Practitioner PIN and Self-Select PIN.
The Practitioner PIN method is the preferred
electronic signature method for taxpayers.

Practitioner PIN Guidelines

What? The PIN can be any five numbers except
all zeros. If filing a joint return, a PIN is needed for
the taxpayer and their spouse. The Practitioner
PIN option requires the completion of Form 8879,
IRS e-file Signature Authorization, or Form 8878 if
filing Form 4868 with electronic funds withdrawal.
The taxpayers may authorize the volunteer to
enter their PIN on their behalf using Form 8879.

How to use the Practitioner PIN option

in TaxWise® (all can be set as a default)

* |n the Main Information Sheet, “Self-Select and
Practitioner PIN’(s)” section, enter the ERO
PIN.

e Check the box below the PIN field to select the
Practitioner PIN method.

* Tab to “The Income Tax Return” and place an
“X” in the box.

* In Part lll, of Form 8879, the EROs signature
should be defaulted with the site name,
address, and SIDN.

Taxpayer PIN Entry

e After return has been quality reviewed and
taxpayer(s) agree(s) with the return, enter
PIN(s) on Main Info Sheet.

Self-Select PIN Guidelines
The Self-Select PIN method is an additional
electronic signature method for taxpayers.

It eliminates the requirement for Form 8879, IRS
e-file Signature Authorization.

What? The Self-Select PIN method allows
taxpayers to electronically sign their e-filed return
by entering their own five-digit PIN. The PIN can
be any five numbers except all zeros. If filing a
joint return, a PIN is needed for the taxpayer and
his or her spouse. The taxpayer does not need
to register the PIN with the IRS before filing or
contact the IRS to get a PIN. If this confuses the
taxpayer, suggest that they consider entering
their Zip code as their PIN.

12-1

What are the guidelines for entering the
original adjusted gross income (AGI)?
When taxpayers sign their electronic tax return
using the Self-Select PIN method, they must
provide their original prior year AGI or prior year
PIN for the IRS to validate their identity. The prior
year AGl is the amount from the taxpayer’s prior
year originally filed return as accepted by the
IRS; it is not the amount from an amended return
or a math error correction made by the IRS. In
some cases the prior year AGI may have unique
features as follows:

e |f the prior year return was filed as married
filing jointly with the same spouse, enter the
same prior year total AGl amount for each
taxpayer. Do not divide the amount between
the taxpayers.

* If the prior year return was filed as married
filing jointly with a different spouse, enter the
prior year total AGl amount from the joint return
filed with the ex-spouse.

e |f the taxpayer did not file a prior year tax
return, the prior year return was filed after
December 9, 2011, the prior year AGl was
zero, or the taxpayer did not need to file
a prior year tax return but filed a return
anyway, the taxpayer must enter “Zero” for the
original prior year AGl amount. Do not leave
this field blank; the return will be rejected if
the field is left blank for a zero amount.

* If the taxpayer’s AGl is negative, the negative
amount should be entered.

* If the taxpayer is unsure of his or her original
prior year AGl, he or she may call IRS
Customer Service at 1-800-829-1040.



C PIN Guidelines (continued) )

How to Use the Self-Select PIN Option

in TaxWise®

e Go to the “Main Information Sheet.”

* Scroll to the “Self-Select and Practitioner
PIN(s)” section. For ERO PIN, enter “98765.”
(This is the designated ERO PIN for volunteer
sites and can be set as a default.) Do not
check the box below it.

e Tab to “Income Tax Return” and place an “X” in
the box. (This can be set as a default.)

* After the return is completed and reviewed,
return to the “Main Information Sheet.”

* If the taxpayer(s) chooses to use the Self-
Select PIN, let the taxpayer(s) enter their PIN.
Enter the date and the taxpayer(s) prior year
AGI or PIN.

Removal of Form 8879 from the Print Packets:

The following procedures should be taken

only when the Self-Select PIN option is used.

TaxWise® software is programmed to print Form

8879 each time the Self-Select PIN or

Practitioner PIN method is used. To eliminate

the automatic print of Form 8879 when the Self-

Select PIN is used, edit Print Packets by taking

the following steps:

. Go to Tools.

. Select Utilities/Setup Options.

. Select Setup.

. Select View/Edit Print Packets.

. Highlight the “Pin Auth form” on the right side

under “Selected Forms to Use.”

6. Right-click and choose Remove.

OarOWON =

Note: TaxWise® software users—Do not
delete Form 8879 from your TaxWise® Tree.
The information contained in this form must be
included in the e-file.

Form 8453, U.S. Individual Income Tax
Transmittal for an IRS e-file Return
Form 8453 will be used to transmit specific
supporting documents that cannot be e-filed.
Those paper forms, schedules and supporting
documents include:

* Form Appendix A, Statement by Taxpayer
Using the Procedures in Rev. Proc. 2009-20 to
Determine a Theft Loss Deduction Related to a
Fraudulent Investment Arrangement

Form 1098-C, Contributions of Motor

Vehicles, Boats, and Airplanes (or equivalent
contemporaneous written acknowledgement)
Form 2848, Power of Attorney and Declaration
of Representative (or POA that states the
agent is granted authority to sign the return)
Form 3115, Application for Change in
Accounting Method

Form 3468 - attach a copy of the first page

of NPS Form 10-168a, Historic Preservation
Certification Application (Part 2—Description
of Rehabilitation), with an indication that it was
received by the Department of the Interior or
the State Historic Preservation Officer, together
with proof that the building is a certified

historic structure (or that such status has been
requested)

Form 4136 - attach the Certificate for Biodiesel
and, if applicable, Statement of Biodiesel
Reseller or a certificate from the provider
identifying the product as renewable diesel
and, if applicable, a statement from the reseller
Form 5713, International Boycott Report

Form 8283, Noncash Charitable Contributions,
Section A, (if any statement or qualified
appraisal is required) or Section B, Donated
Property, and any related attachments
(including any qualified appraisal or partnership
Form 8283)

Form 8332, Release / Revocation of Release
of Claim to Exemption for Child by Custodial
Parent (or certain pages from a divorce decree
or separation agreement, that went into effect
after 1984 and before 2009) (see instructions)
Form 8858, Information Return of U.S. Persons
With Respect to Foreign Disregarded Entities
Form 8864 - attach the Certificate for Biodiesel
and, if applicable, Statement of Biodiesel
Reseller or a certificate from the provider
identifying the product as renewable diesel
and, if applicable, a statement from the reseller
Form 8885, Health Coverage Tax Credit, and
all required attachments

Form 8949, Sales and Other Dispositions of
Capital Assets, (or a statement with the same
information), if you elect not to report your
transactions electronically on Form 8949
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C PIN Guidelines (continued) )

The Form 8453 is only to be used when
additional forms or supporting documents are
required to be attached to the return. Form
8453 is to be mailed to the Austin Submission
Processing Center within three business days.

State Return

State rules may differ; contact your state
Volunteer e-file Coordinator for instructions on
the handling of any state signature documents
for record keeping requirements, or contact your
local SPEC office.

( Return Signature )

A return is not considered valid unless it is
signed. Both spouses must sign if the return is
filed jointly. The return should be dated and the
occupation lines should be completed.

Child’s Return

If a child cannot sign his or her name, the parent,
guardian, or another legally responsible person
must sign the child’s name in the space provided
followed by the words “By (parent or guardian
signature), parent or guardian for minor child.”

Deceased Taxpayer

If a taxpayer died before filing the return, the
taxpayer’s spouse or personal representative
may have to file and sign a return for the person
who died. A personal representative can be an
executor, administrator, or anyone who is in
charge of the decedent’s property.

If the taxpayer did not have to file a return but
had tax withheld, a return must be filed to get a
refund.

Filing Returns of Deceased Taxpayers

If filing a paper return, write “Deceased,” the
decedent’s name, and the date of death across
the top of the tax return.

If the spouse died during the year and the
surviving spouse did not remarry, a joint return
can be filed. If the spouse died before signing
the return, the executor or administrator must
sign the return for the deceased spouse. If the
surviving spouse or anyone else has not yet
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been appointed as executor or administrator,

the surviving spouse can sign the return for the
deceased spouse and enter “Filing as surviving
spouse” in the area where the return is signed.

Filing Returns for Deceased Taxpayers—
Using TaxWise®

If the taxpayer or spouse died in 2011 or 2012,
the “Name line 2” must be completed on the
Main Information Sheet. Type the name of the
person filing the return for the deceased person.
Do not type the percent (%) sign; type only

the name. This may be the surviving spouse

if the filing status is married filing jointly, or a
personal representative such as an executor,
administrator, or anyone who is in charge of the
deceased taxpayer’s property. Name typed in on
Name Line 2, combined with surviving spouse
name, must not exceed 30 characters (TaxWise
adds “DECD” to both names internally and rejects
if too many characters - see Tab 1).

In the Taxpayer Information section of the Main
Information Screen, the date of death for the
taxpayer must be entered.

Claiming a Refund for a Deceased Person

If a surviving spouse is filing a joint return with
the decedent, file the tax return to claim the
refund. Court-appointed representatives should
file the return and attach a copy of the certificate
that shows their appointment. All other filers
requesting the decedent’s refund should file the
return and attach Form 1310.



(

Power of Attorney )

Deceased Taxpayer

1.

Read Pub 17 on Power of Attorney &

Signatures. For additional details, see Pub 470

and Pub 947.

. In TaxWise, click on Add Forms.
. Double Click on POA (Form 2848) Check the

box at the top of the POA, “using this form”.

. On Line 2, fill in information about

representative (if no CAF number, enter
“None”).

. On Line 3, Tax Matters, list “Type” as Income

Tax Return.

. On line 8, check box to retain TP’s original

POA (not revoke).

. Fill'in red highlighted info (page 2 designation

codes are listed above in red box) in Part Il.

3. Attach a copy of the taxpayer’s original paper
POA to a copy of Form 8453 for the site
to send to the IRS once the return is accepted.
Even when the TP’s agent is using a POA
different than Form 2848, follow the same
process.
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Pointers for Direct Deposit of Refunds

1. Using a check as proof of account, verify:

* Routing Transit Number (RTN). The RTN
must contain 9 digits and begin with 01
through 12 or 21 through 32.

* Depositor Account Number (DAN). The DAN
can be up to 17 characters. Include hyphens
but omit spaces and special symbols.

Do not include the check number or the
dollar amount on canceled checks. On the
sample check below, the account number is
20202086.

2. For direct deposit into savings accounts: Routing
numbers and account numbers for savings
accounts may not be the numbers on the deposit
slip or the monthly statement. Obtain a statement
from the financial institution to verify the routing
number and account number for savings
accounts used for direct deposits.

3. Entering the incorrect RTN and/or DAN will
result in a 4—-6 week delay of the refund. If the
direct deposit is voided, a paper check will
automatically be mailed to the address on the
electronic tax form.

Caution: Financial institutions generally
do not allow a joint refund to be deposited
@ into an individual account. The IRS is

not responsible if a financial institution refuses a
direct deposit.

4. Double-check the RTN of the financial institution
before the return is transmitted if:

* You are unfamiliar with the financial
institution. (Some types of accounts that
exist through brokerage firms cannot accept
direct deposits.)

e The RTN is for a credit union, which is
payable through another financial institution.
The taxpayer should contact his or her credit
union for the correct RTN.

5. Savings Bonds - Taxpayers can buy U.S. savings
bonds with their federal tax refund. Even if the
taxpayer does not have a bank account or a Treasury
account they can elect this option. Taxpayers
can make bond purchases for themselves, add
beneficiaries or co-owners, and make bond
purchases for someone other than themselves. Refer
to Form 8888 or www.IRS.gov for more details.

6. Remember the split refund option: If a taxpayer
chooses to direct deposit his or her refund into
two or three accounts, you will need to complete
Form 8888, Allocation of Refund (Including
Savings Bond Purchases).

Caution: Direct deposit of a taxpayer’s
refund is to be made to an account (or
GO accounts) only in the taxpayer’s name.

Advise taxpayers their refund may only be
deposited directly into his/her own account(s).

TONY MAPLE
JENNIFER MAPLE
123 Pear Lane
Anyplace, GA 00000

1234

15-000 0

Note: The rout-

PAY TO THE
ORDER OF

ing and account
| $ numbers may be

in different places

DOLLARS on the check.

Account
number

(line 74d)

Routing
number

(line 74b)

ANYPLACE BANK
Anyplace, GA 00000

For

Do not include
the check number.

I:(Esue5|:||:|/as)| :(EEIEIIIEEI"/vBI:.)' 123y

Tax Software Hint: For direct deposit for only one
account, the information is entered on the Main
Information Sheet and the Refund section of page

2 of Form 1040. If the taxpayer chooses to split the
refund into more than one account, the information is

entered only on the Form 8888. In addition enter the
12-5

information on the applicable line on state forms.

Note: Do not use a checking account deposit slip as
proof of account because the routing number may be
different than on a check.



Balance Due Returns (amount owed on return)
(See Form 1040, 1040A, or 1040EZ Instructions for additional information)

General Information

Taxpayers do not have to pay if balance
due is less than $1.
Payment in full is due by the April filing due
date, to avoid interest and penalties.
Taxpayer should file his or her return by the
April filing due date, to avoid a failure-to-file
penalty.
There are separate penalties for filing late
and paying late. The late filing penalty is
higher.
Advise taxpayers to file the return on time,
even if they cannot pay the full amount
owed. They should pay as much as they
can with the return to reduce penalties and
interest.

Payment Methods

1.

2.

Check or money order payments
* Do not attach the payment to the return.

* Make check or money order payable to
“United States Treasury.”

e On checks, write “2011 Form 1040” in
the memo or “For” section.

e Write name, address, daytime phone
number, and SSN/ITIN on the payment.

 If filing a joint return, enter the SSN/ITIN
shown first on the return.

e Submit the payment with a properly
completed Form 1040V, Payment
Voucher.

* No cash payments

Credit card payments
* American Express, Discover,
Mastercard, or Visa cards are accepted.
* A convenience fee will be charged by
the service providers:

Official Payments Corporation
1-888-UPAY-TAX™ (1-888-872-9829)
1-877-754-4413 (Customer Service)
www.officialpayments.com/fed

Link2Gov Corporation
1-888-PAY-1040™ (1-888-729-1040)
1-888-658-5465 (Customer Service)
www.PAY1040.com

RBS WorldPay, Inc.
1-888-9-PAY-TAX™ (1-888-972-9829)
1-877-517-4881(Customer Service)
www.payUSAtax.com

» Visit IRS.gov or call service provider for
details.

3. Electronic Funds Withdrawal

E-filing allows taxpayers to file their return
early and schedule their payment for
withdrawal from their checking or savings
account on a future date up to the April
filing due date. (See Tab 6, Other Taxes
and Payments in the Volunteer Resource
Guide for details.)

. EFTPS (Electronic Federal Tax Payment

System)

Taxpayers can use EFTPS to pay their
federal taxes, but they must enroll

first. EFTPS is a fast, easy, convenient
and secure service provided free by

the Department of Treasury. For more
information you can visit IRS.gov. Click
on the e-file logo and look for “Electronic
Payment Options” and the EFTPS logo.
To enroll, visit EFTPS.gov or call EFTPS
Customer Service at 1-800-316-6541 (for
individual payments). TTY/TDD help is
available by calling 1-800-733-4829.

What if the taxpayer cannot pay?
* The taxpayer can request a Full Pay

Within 60 or 120 day Agreement. There
is no user fee, but penalty and interest are
charged for any amount paid after the April
filing due date.

The taxpayer may ask to make monthly
installment payments by completing

Form 9465, Instalilment Agreement
Request. Penalty and interest are charged
on any amount paid after the April filing due
date. A fee is charged if the request for an
installment agreement is granted. Form
9465 can be e-filed with the tax return. For
more information taxpayers can go online
to the IRS website at www.irs.gov for the
Online Payment Agreement (OPA), Enter
keyword search: OPA.
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Balance Due Returns (amount owed on return)
(continued from previous page)

)

* The taxpayer can request an extension of
time to pay if paying the tax by the due date
will be an undue hardship. For details see
Form 1127.

How can a taxpayer avoid a balance
due in the future?

* If the taxpayer did not have enough
withheld from his/her paycheck or pension
income and there is amount owed on the
current return:

¢ Advise the taxpayer to review Publication
919, How Do I Adjust My Tax Withhold-
ing? or on the internet the taxpayer can
access the Withholding Calculator at IRS.
gov.

e On the Form W-4/Form W-4P, the
taxpayer can reduce the number of
allowances or request an additional
amount to be withheld.

¢ Advise the taxpayer to submit a revised
Form W-4 to the employer. For pension
income taxpayers should submit a
revised Form W-4P to the pension
payer.

* If the taxpayer had income that was

not subject to withholding (such as self-

employment, interest income, dividend

income, or capital gain income):

* Explain estimated taxes to the taxpayer.
If possible, download Form 1040-ES, Es-
timated Tax for Individuals, and provide
assistance in completing the form.

* Advise the taxpayer to review Publication
505, Tax Withholding and Estimated Tax.
Forms or Publications can be obtained from
www.irs.gov or by calling the IRS at 1-800-829-
3676.

C Distributing Copies of Returns )

Taxpayer

* Form 1040 with all forms/schedules including

signed Form 8879 and Form 8453, if
applicable

e Form 8332, if applicable
» Original Power of Attorney, if applicable
e State forms/schedules, as applicable

* All other taxpayer documents including
Form(s) W-2 and Form(s) 1099

Mail the following to:

IRS Processing Center (for e-filed return—after
acknowledgement received)

* Form 8453, if applicable, along with the
following:

e Copy of Form 8332, if applicable
» Copy of Power of Attorney, if applicable
* Any other required attachments
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Important Note:Tax packages are no longer
being mailed out to individuals by IRS. Forms and
publications may be accessed via the Internet at
www.irs.gov/formspubs.



Check Your Work — The Quality Review

TAX

RETURN *  Ensure each return you file is accurate prior to obtaining taxpayer
QUALITY CHECK signatures.

e  Follow your site’s review process which may include the following:

The Volunteer Preparer

1. Advise the taxpayer of the importance of this final step and their role in the process.

2. Compile the taxpayer supporting documents and their intake and interview sheet (including
notes taken during the intake and interview process).

3. Introduce the taxpayer to site’s quality reviewer and provide him/her the items in # 2 above.
(NOTE: You may put the source document in the taxpayer’s record keeping envelope, Publication 730.)

The Quality Reviewer

1. Answer any questions the taxpayer may have and make sure all their questions are answered.
2. Review the taxpayer documents and tax return along with their completed Form 13614-C
3. Conduct the review by reviewing (at a minimum):

* |dentification documents, including verification of taxpayer birth date and address

Social Security Number/Individual Tax Identification Number

Banking information for direct deposits or debits

Forms W-2, including a cross-check of tax year, EIN, addresses, and all data entered

Forms 1099 income statements (types of income include miscellaneous, interest,

dividend, retirement, real estate transactions, state refunds, etc.)

Any income not reported on W-2, or other documents (ask if any other income received)

Form 1098 Mortgage Interest/Taxes Paid

Childcare statement from the provider which includes the provider's EIN or SSN

Charitable Contribution statements

Student loan interest statements

Education/tuition payments (confirm that preparer checked best of Form 8863 or

adjustment or Schedule C-EZ/C expenses, if applicable)

If EIC checked “NO” on the Form 1040, page 2, confirm that this is correct.

» Estimated tax payments (amounts and dates paid)

* If return requires paper filing, verify that the default PIN information is deleted and “paper”
is checked on Main Info Sheet and the state return, if applicable

* On Main Info Sheet, if site requires entries in Preparer Use Field, verify entry

» Verify there are no blank Forms W-2 or 1099 or duplicate worksheets

If there are errors:

e Make other information on income and expenses the correction(s) on Form 13614-C
* Correct the return and (if applicable) review again with the taxpayer.
* Obtain the appropriate taxpayer’s signature(s) and e-file the return. (See closeout below.)

If there are no errors:
* Obtain the appropriate taxpayer’s signature(s) and e-file the return. (See closeout below.)

The Closeout:

* Place the copy of the taxpayer’s return and supporting documents (including Form 8879,
IRS e-file Signature Authorization, if applicable) in Publication 730 (Record Keeping
Envelope), if available.

* Advise the taxpayer to bring his/her completed tax return with schedules and worksheets
back next year.
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Amended Returns

This information presumes you have the original return in TaxWise®. Amended returns cannot be
electronically filed.

Open the original return in TaxWise®. If the return was previously adjusted by the IRS,
modify the original return to match the changes the IRS made before opening Form
1040X.

Using the process for adding a form, select 1040X Pg 1 from the list. Add the state
amended return forms if the taxpayer is required to correct that return as well.

On the Form 1040X and the state’s amended return form, if applicable, check the box
at the top to override the original refund or balance due before making changes to any
forms.

Starting with the Main Information Sheet, confirm the address, filing status and
exemptions from the original return and make any appropriate changes such as adding
or removing dependents. Add additional Forms W-2, other income documents or credit
information as if you are preparing the original return.

TaxWise® will complete the Form 1040X Part | based on changes to the tax return. In Part
[, provide an explanation for filing Form 1040X such as receiving another Form W-2 after
filing the original return or forgetting to claim the child tax credit. Identify the line numbers
that changed in Part | as well. In the state amendment, press on the space bar on each
line of the explanation to copy the explanation from the federal amendments.

Review the forms tree on the left for any red marks and fix them.

Secure the taxpayer’s signature on this form and provide them with the appropriate
mailing address from the Form 1040X Instructions.

When mailing the amended return to the IRS, do not include copies of the original return.
Do include copies of any revised schedules or additional Forms W2 or 1099. If taxable
Social Security changes, also include the Form 1040 with “Amendment” written across it.
The state amendment should include a copy of everything sent with the federal amended
return.

Taxpayer should receive a copy of all documents to retain for their records.

TaxWise® Hint: To Open the original read-only version of the return, click on [File,Return Version].
You can then close the current version (as revised) or a previous version by date completed.
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Highlights of Education Tax Benefits for Tax Year 2011

This chart highlights some differences among the benefits discussed in this publication. See the text for definitions and
details. Do not rely on this chart alone.
Caution: You generally cannot claim more than one benefit for the same education expense.

Scholarships,

(limited to $1,000)

must pay

Fellowships,
Grants, and
Tuition American Lifetime Learning Student Loan Tuition and Fees
Reductions Opportunity Credit | Credit Interest Deduction |Deduction
What is your Amounts received 40% of credit may be | Credits can reduce | Can deduct interest | Can deduct
benefit? may not be taxable refundable amount of tax you paid expenses

or improve job skills

What is the annual |None $2,500 credit per $2,000 credit per tax | $2,500 deduction $4,000 deduction
limit? student return
What expenses Course-related Course-related None Books None
qualify besides expenses such as books, supplies, and Supplies
tuition and required |fees, books, equipment Equipment
enroliment fees? supplies, and
equipment Room & board
Transportation
Other necessary
expenses
What education Undergraduate & 1st 4 years of Undergraduate & Undergraduate & Undergraduate &
qualifies? graduate undergraduate graduate graduate graduate
(postsecondary)
K-12 Courses to acquire

What are some of
the other
conditions that

apply?

Must be in degree or
vocational program

Payment of tuition
and required fees
must be allowed
under the grant

Can be claimed for
only 4 tax years
(which includes
years Hope credit
claimed)

Must be enrolled at
least half-time in
degree program

No felony drug
conviction(s)

No other conditions

Must have been at
least half-time
student in degree
program

Cannot claim both
deduction &
education credit for
same student in
same year

In what income
range do benefits
phase out?

No phaseout

$80,000 - $90,000

$160,000 —
$180,000 for joint
returns

$50,000 — $61,000

$100,000 —
$122,000 for joint
returns

$60,000 — $75,000

$120,000 —
$150,000 for
joint returns

$65,000 — $80,000

$130,000 —
$160,000 for
joint returns
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Useful Publications and Forms

Tax Publications for Individual Taxpayers

General Guides 5635 Business Expenses 908 Bankruptcy Tax Guide
1 Your Rights as a Taxpayer 536 Net Operating Losses (NOLs) for 915 Social Security and Equivalent
17 Your Federal Income Tax For Individuals, Estates, and Trusts Railroad Retirement Benefits
Individuals 537 Installment Sales 919 How Do | Adjust My Tax Withholding?
334 Tax Guide for Small Business (For 541 Partnerships 925 Passive Activity and At-Risk Rules
Individuals Who Use Schedule C or 544 Sales and Other Dispositions of Assets 926 Household Employer’s Tax Guide For
C-EZ) 547 Casualties, Disasters, and Thefts Wages Paid in 2010
509 Tax Calendars for 2010 550 Investment Income and Expenses 929 Tax Rules for Children and
910 IRS Guide to Free Tax Services (Including Capital Gains and Losses) Dependents
. L 551 Basis of Assets 936 Home Mortgage Interest Deduction
Specialized Publications 554 Tax Guide for Seniors 946 How To Depreciate Property
3 Armed Forces’ Tax Guide 555 Community Property 947 Practice Before the IRS and
54 Tax Guide for U.S. Gitizens and 556 Examination of Returns, Appeal Rights, Power of Attorney
Resident Aliens Abroad and Claims for Refund 950 Introduction to Estate and Gift Taxes
225 Farmer’s Tax Guide 559 Survivors, Executors, and 967 The IRS Will Figure Your Tax
463 Travel, Entertainment, Gift, and Car Administrators 969 Health Savings Accounts and Other
Expenses 561 Determining the Value of Donated Tax-Favored Health Plans
501 Exemptions, Standard Deduction, and Property 970 Tax Benefits for Education
Filing Information 564 Mutual Fund Distributions 971 Innocent Spouse Relief
502 Medical and Dental Expenses (Including 570 Tax Guide for Individuals With Income 972 Child Tax Credit
the Health Coverage Tax Credit) From U.S. Possessions 1542 Per Diem Rates (For Travel Within the
503 Child and Dependent Care Expenses 571 Tax-Sheltered Annuity Plans (403(b) Continental United States)
504 Divorced or Separated Individuals Plans) For Employees of Public 1544 Reporting Cash Payments of Over
505 Tax Withholding and Estimated Tax Schools and Certain Tax-Exempt $10,000 (Received in a Trade or
514 Foreign Tax Credit for Individuals Organizations Business)
516 U.S. Government Civilian Employees 575 Pension and Annuity Income 1546 Taxpayer Advocate Service — Your
Stationed Abroad 584 Casualty, Disaster, and Theft Loss Voice at the IRS
517 Social Security and Other Information 587 Bu:\linoer::%oske(opf\r(sé’&a:_"g;ee%;ogi}iﬁg Spanish Language Publications
];?éli';gst(\e/\;?)ﬁ(];ﬁze Clergy and Use by Daycare Providers) 1SP Derechos del Contribuyente
519 U.S. Tax Guide for Aliens 590 Individual Retirement Arrangements 17SP El Impuesto Federal sobre los Ingresos
521 Moving Expenses (IRAs) Para Persqnas Fisicas
523 Selling Your Home 593 Tax Highlights for U.S. Citizens and 547SP Hechos Fortuitos Desastres y Robos
524 Credit for the Elderly or the Disabled Residents Going Abroad 594SP EIl Proceso de Cobro del IRS
y .
525 Taxable and Nontaxable Income 594 The IRS Collection Process 596SP Crédito por Ingreso del Trabajo
526 Charitable Contributions 596 Earned Income Credit (EIC) 850 English-Spanish Glossary of Words
527 Residential Rental Property (Including 721 Tax GL_Jide to U.S. C_iviI Service and Phrases Used in Publications
Rental of Vacation Homes) 001 U SR(?Prer_nl_entt_Beneflts ISSeSK/eigeby the Internal Revenue
. ) .S. Tax Treaties
529 Mlscellaneou_s Deductions 907 Tax Highlights for Persons with 1544SP Informe de Pagos en Efectivo en
530 Tax Information for Homeowners Disabilities Exceso de $10,000 (Recibidos en
531 Reporting Tip Income una Ocupacién o Negocio)
Commonly Used Tax Forms
Form Number and Title Form Number and Title
1040 U.S. Individual Income Tax Return 2210 Underpayment of Estimated Tax by
Sch A ltemized Deductions Individuals, Estates, and Trusts
Sch B Interest and Ordinary Dividends 2441 Child and Dependent Care Expenses
Sch C Profit or Loss From Business 2848 Power of Attorney and Declaration of
Sch C-EZ Net Profit From Business Rgpresentative
Sch D Capital Gains and Losses 3903  Moving Expenses o
Sch E Supplemental Income and Loss 4562 Depreciation and Amortization
Sch EIC  Earned Income Credit 4868 Application for Automatic Extension of Time
Sch F Profit or Loss From Farming To File U.S. Individual Income Tax Return
Sch H Household Employment Taxes 4952 Investment Interest Expense Deduction
Sch J Income Averaging for Farmers and Fishermen 5329 Additional Taxes on Qualified Plans (Including
Sch L Standard Deduction for Certain Filers IRAs) a'f]d Othe.r Tax-Favored lA.ccounts
Sch R Credit for the Elderly or the Disabled 6251 Alternative Minimum Tax—Individuals
Sch SE Self-Employment Tax 8283 Noncash Charitable Contributions
1040A  U.S. Individual Income Tax Return 8582  Passive Activity Loss Limitations
1040EZ Income Tax Return for Single and 8606 Nonggduct|blg IRAs .
Joint Filers With No Dependents 8812 Additional Child Tax Credit
1040-ES  Estimated Tax for Individuals 8822 Change of Address
1040X  Amended U.S. Individual Income Tax Return 8829 Expenses for Business Use of Your Home
2106 Employee Business Expenses 8863 Education Credjts I(American. Opportqnity,
2106-EZ Unreimbursed Employee Business Hope, and L'fet'.me L_e_armng Cred_lts)
Expenses 8949 Sales and Other Dispositions of Capital Assets
9465 Installment Agreement Request
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Frequent Taxpayer Inquiries

topics and information.

Installment Payment

Publication 594, The IRS Collection Process, explains
taxpayers' rights and responsibilities regarding payment
of federal taxes.

Copies of Prior-Years’ Returns

Taxpayers should complete Form 4506, Request for
Copy of Tax Return, and mail it, with the required fee, to
the IRS campus where the return was filed.

A transcript of a prioryear return may be obtained, also
using Form 4506-T. There is no charge for the transcript
which shows most line items from the original return,
including accompanying forms and schedules.

Amended Returns (See Tab 12)

Form 1040X, Amended U.S. Individual Income Tax
Return should be used by taxpayers to amend their
return. Many mistakes are corrected in processing by
the IRS and a letter of explanation is mailed at the time
an error is identified or when a refund is issued. In these
cases, taxpayers are not required to file an Amended
Return as the corrections have already been made.

Preparation of amended returns has a narrow scope in
the VITA/TCE program. Volunteers can assist taxpayers
with an amended return if both of these statements
are true.

1. The 1040X is for the current year or one of the 3 years
immediately prior.

2.The original return was prepared at that same site or
recreated based on the latest return submitted to the
IRS.

Taxpayer Address Changes

Taxpayers should use Form 8822, Change of Address,
to notify the IRS of any change of address. If taxpayers
move after filing the return and before a refund is
received, they should notify their old post office and the
IRS of their new address.

Recordkeeping

Taxpayers should keep their tax documents until the
statute of limitations runs out for the return. Usually,
this is three years from the date the return was due
or filed, or two years from the date the tax was paid,
whichever is later. Refer taxpayers to Publication 552,
Recordkeeping for Individuals or at www.irs.gov —
keyword: Recordkeeping.

FREE Tax Preparation Locations

Consult your Site Coordinator for information about the
location of other VITA/TCE sites in your area. Taxpayers
may call 1-800-829-1040 or visit AARP’s website at
www.aarp.org/taxaide or call 1-888-227-7669 for this
information.

-

Fl'axpayers normally ask questions during the interview process about the topics covered in\
this section. Visit www.irs.gov-keyword: 1040 Central or see Publication 17 for additional

Problems Navigating the IRS
Taxpayers may contact the Taxpayer Advocate if their
attempts to deal with an IRS problem are unsuccessful.

Taxpayers can visit www.irs.gov/advocate or see
Publication 1546, for details on what the Taxpayer
Advocate Service provides. Also suggest Publication
910, Guide to Free Tax Services.

Refund Information

Taxpayers should be directed to www.irs.gov to obtain
information about their refund. Specific information is
available by clicking on “Where's My Refund?”

Innocent Spouse Relief

Taxpayers who file a joint tax return are jointly and
individually responsible for the tax and any interest or
penalty due on the joint return even if they later divorce.
In some cases, a spouse (or former spouse) will be
relieved of the tax, interest, and penalties on a joint tax
return. Spousal relief is granted in certain situations
when a taxpayer can prove he/she is not liable for
amounts due in joint filing situations.

Taxpayers should see Publication 971, Innocent Spouse
Relief which explains the types of relief, who may qualify
for them, and how to get them. Married persons who
did not file joint returns, but who live in community
property states, may also qualify for relief. (Out of scope
for VITA/TCE prepared returns.)

Injured Spouse Relief

An injured spouse claim is different from an innocent
spouse relief request. An injured spouse can request the
division of tax overpayment attributed to each spouse.
The injured spouse must file Form 8379, Injured Spouse
Allocation, to request his or her portion of a joint refund.

Married Filing Separately

Unless required to file separately, married taxpayers
may want their tax figured on a joint return and on
separate returns, to make sure they are receiving the
most advantageous filing status. Generally, however,
married taxpayers pay more combined tax on separate
returns than they would on a joint return. See Publication
17, Filing Status, for Special Rules (which outlines the
disadvantages).
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Contact Information for Volunteers

TaxWise
TaxWise Volunteer Support 1-800-411-6391 (do not give to the public)
TaxWise Toll-Free Transmission 1-800-829-5945
TaxWise via E-Mail customer.support@taxwise.com
TaxWise Website www.taxwise.com

Internal Revenue Service

VITA/TCE Hotline (for volunteer use only) 1-800-829-8482 (800-TAX-VITA)
Foreign Student/Scholar Issuses 1-800-829-1040

or to e-mail a question www.irs.gov/taxlaw — select Alien issues
IRS SPEC Territory Office
Enterprise Service Desk (Help Desk) 1-866-7HELP4U (1-866-743-5748)
Identity Theft 1-800-908-4490
VolTax 1-877-330-1205

State Department of Revenue

State Volunteer Hotline

State e-file Help Desk

State General Information

State Tax Forms Distribution Center
State Website
Partner Point of Contact

Contact Information for Taxpayers

IRS Tax-Help 1-800-829-1040
IRS Refund Hotline 1-800-829-1954
Where’s My Refund Website WWW.irs.gov

IRS Forms and Publications 1-800-829-3676
IRS Taxpayer Advocate 1-877-777-4778
IRS Tax-Help for Deaf (TDD) 1-800-829-4059
Social Security Administration 1-800-772-1213
Refund Offset Inquiry (Financial Management 1-800-304-3107

System)




www.irs.gov/efile

2012 IRS e-file Refund Cycle Chart

Based on when your return was accepted by the IRS, the projected date your refund will be direct
deposited or mailed is shown on the chart below. This date is based on normal processing and assumes
your return does not require further review. If your return does require review and additional information
is needed, you will receive a notice. For the most up-to-date information on your refund, go to www.irs.gov
and click on Where’s My Refund? to check on any changes to the projected date shown below.

IRS accepts your Projected Direct Projected Paper IRS accepts your Projected Direct Projected Paper
return between... Deposit Sent* Check Mailed* return between... Deposit Sent* Check Mailed*
Jan13and Jan 19,2012 Jan 26,2012 Jan 30,2012 Jul 6 and Jul 12,2012 Jul 19,2012 Jul 23,2012
Jan 20 and Jan 26, 2012 Feb 2,2012 Feb 6,2012 Jul 13 and Jul 19,2012 Jul 26,2012 Jul 30,2012
Jan 27 and Feb 2, 2012 Feb9,2012 Feb 13,2012 Jul 20 and Jul 26, 2012 Aug 2,2012 Aug 6,2012
Feb 3 and Feb 9, 2012 Feb 16,2012 Feb 20,2012 Jul 27 and Aug 2, 2012 Aug 9, 2012 Aug 13,2012
Feb 10 and Feb 16,2012 Feb 23,2012 Feb 27,2012 Aug 3 and Aug 9, 2012 Aug 16,2012 Aug 20,2012
Feb 17 and Feb 23,2012 Mar 1,2012 Mar 5,2012 Aug 10 and Aug 16,2012 Aug 23,2012 Aug 27,2012
Feb 24 and Mar 1, 2012 Mar 8,2012 Mar 12,2012 Aug 17 and Aug 23,2012 Aug 30,2012 Sep 3,2012
Mar 2 and Mar 8,2012 Mar 15,2012 Mar 19, 2012 Aug 24 and Aug 30,2012 Sep 6,2012 Sep 10,2012
Mar 9 and Mar 15,2012 Mar 22,2012 Mar 26,2012 Aug 31 and Sep 6,2012 Sep 13,2012 Sep 17,2012
Mar 16 and Mar 22,2012 Mar 29, 2012 Apr 2,2012 Sep 7 and Sep 13,2012 Sep 20,2012 Sep 24,2012
Mar 23 and Mar 29, 2012 Apr5,2012 Apr9,2012 Sep 14 and Sep 20, 2012 Sep 27,2012 Oct 1,2012
Mar 30 and Apr 5,2012 Apr 12,2012 Apr 16,2012 Sep 21 and Sep 27,2012 Oct 4,2012 Oct 8,2012
Apr 6 and Apr 12,2012 Apr 19,2012 Apr 23,2012 Sep 28 and Oct 4, 2012 Oct 11,2012 Oct 15,2012
Apr 13 and Apr 19,2012 Apr 26,2012 Apr 30,2012 Oct5and Oct 11,2012 Oct 18,2012 Oct 22,2012
Apr 20 and Apr 26,2012 May 3, 2012 May 7, 2012 Oct 12 and Oct 18,2012 Oct 25,2012 Oct 29,2012
Apr 27 and May 3, 2012 May 10, 2012 May 14,2012 Oct 19 and Oct 25,2012 Nov 1,2012 Nov 5,2012
May 4 and May 10, 2012 May 17,2012 May 21,2012 Oct 26 and Nov 1, 2012 Nov 8,2012 Nov 12,2012
May 11 and May 17,2012 May 24,2012 May 28,2012 Nov 2 and Nov 8,2012 Nov 15,2012 Nov 19,2012
May 18 and May 24, 2012 May 31,2012 Jun4,2012 Nov 9 and Nov 15,2012 Nov 22,2012 Nov 26,2012
May 25 and May 31,2012 Jun7,2012 Jun 11,2012 Nov 16 and Nov 22,2012 Nov 30,2012 Dec 4, 2012
Jun 1andJun7,2012 Jun 14,2012 Jun 18,2012 Nov 23 and Nov 29, 2012 Dec 6, 2012 Dec 10,2012
Jun 8andJun 14,2012 Jun 21,2012 Jun 25,2012 Nov 30 and Dec 6, 2012 Dec 13,2012 Dec 17,2012
Jun 15 and Jun 21,2012 Jun 28,2012 Jul 2,2012 Dec 7 and Dec 13,2012 Dec 20, 2012 Dec 24,2012
Jun 22 and Jun 28, 2012 Jul5,2012 Jul9,2012 Dec 14 and Dec 20, 2012 Dec 28,2012 Jan 2,2013
Jun 29 and Jul 5,2012 Jul 12,2012 Jul 16,2012 Dec 21 and Dec 27,2012 Jan 4,2013 Jan 8,2013
Refund Inquiries *This is the projected date that the refund will be direct deposited or mailed.

It may take up to 5 additional days for the financial institution to post the
refund to your account, or for mail delivery.

You can check the status of your refund 72 hours after IRS
acknowledges receipt of your e-filed return. For the fastest

information go to www.irs.gov and click on n‘\'ﬂm?
L

Or, call 1-800-829-1954 or 1-800-829-4477.

¥ IRS

Publication 2043 EN/SP (Rev.04-2011) Catalog Number 24452M
Department of the Treasury Internal Revenue Service
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